

PLANNING AND DEVELOPMENT 



Introduction 

The planning and development is entrusted with the following functions: 

Planning and Development 
Local Economic Development 
Performance Management System 

DESCRIPTION OF THE FUNCTION 

The impact of the Planning Development Act has a tremendous effect on the performance of the 
municipality, the Act allows the municipality to neglect other legislation in the area of development 
planning. Under this function the department is expected to device tool for service delivery for the 
municipality, thus the Integrated Development Planning (IDP) for 2009 / 2010 was prepared. 

IDP is a process through which municipalities prepare a strategic development plan. It is the principle 
strategic planning document which guides all planning, budgeting, management and decision making 
in a municipality. 

LAND USE MANAGEMENT 

The department has divided the processes of making land use management system into two phases, 
that is urban and rural. 

(I) URBAN DEVELOPMENT 

The national treasury has benefited Nongoma Municipality through neighbourhood grant, which is 
aimed at Urban regeneration, through this programme Nongoma municipality has managed to 
develop the Spatial Development for the town and finally the land use management system, although 
the process is not yet finalised but all fundamental reports produced by different studies are in place, 
such studies have contributed much in the development of (Spatial Development Framework) SDF 
and Land Use Management System. 

(ii) RURAL DEVELOPMENT 

In respect of rural development the Nongoma Municipality is at the initial stage of the spatial 
development framework (SDF). 

LOCAL ECONOMIC DEVELOPMENT 

The Nongoma town, also referred to as the Royal City, is an extremely vibrant rural node fulfilling a 
central role in the economy of the Nongoma Municipality and northern Zululand as a whole. The role of 
the town is often underestimated and therefore the town has historically not attracted the level of 
investment it deserves. As a result this vibrant economic node has continued to develop to a point 
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where it is literally bursting at its seams. It is believed that the current ad hoc approach to the 
development of the town is not sustainable and that if this is not addressed, development of the town 
will be stifled in the next decade to the detriment of the region as a whole. 

The national framework for LED aims to support the development of sustainable local economies 
through integrated government action. The government action is developmental and stimulates the 
heart of the economy, which consists of a collection of enterprises including cooperatives that operate 
in local municipal spaces. LED is one of the five key performance areas (KPA’s) for a local 
government. As a key performance area, it is strongly interrelated and dependent on the other four 
KPA’s. 

Local Economic Development plan and its strategy is in place. It was developed and implemented in 
2006 and reviewed in May 2010 in light of the changing situation within the municipality. The strategy 
identified the following sectors as the sectors that currently exist in Nongoma: 

Community, Social and Other Personal Services 

This is the largest employment sector. It includes public administration, education, health and social 
development and other community, social and personal related services activities. 

Finance and Business Services 

This sector has average performance in terms of the number of employees but contributed to the GDP 
of Nongoma Municipality. The growth of this sector is dependent on the growth of other sectors. 

Mining 

According to Whyte (as reflected in Iyer Rothaung : 2003) coal mining has been undertaken in the 
Zululand area since the late 19^^ century. However, the coal reserves have largely been depleted. 
This includes Zululand Coalfield in the Nongoma area. The write asserts that “there are still mining 
opportunities available for small to medium-sized operators in areas which large companies discarded 
as being uneconomical”. 

Over the last couple of years there has been renewed interest in the coal reserves in Nongoma. The 
opportunity relating to the coal mining and current efforts to explore the sustainability of this resource 
is hampered by the following challenges: 

• The high levels of capital required to establish and operate mines; 

• The safety issues relating to ‘small-scale’ mining; and 

• The lack of physical infrastructure (specifically roads and water) to support the mining sector. 

Trade and Tourism 

This is the fourth largest sector and it includes wholesale and retail trade, repair of motor vehicles, 
personal and household goods, accommodation establishments some of which would fall within a 
category of informal economy. 



67 


Tourism is recognised as one of the significant economic contributors. The competitive advantage of 
this sector is the presence of the Royal Palaces, Umhianga Reed Dance and the availability of 
beautiful scenery, wildlife, monumental places and forests that harbour rich bio diversity. The current 
offering in tourism is primarily focussed on cultural tourism relating to the King and the Zulu Culture. 

The tourism sector is not properly marketed due to the following constraints: 

• Financial constraints within the municipality which has resulted in the failure to establish a 
viable tourism desk to plan and executive some tourism related projects identified to date; 

• Lack of support for the tourism association and the members have not met in a long time. 

• The road linking the Nongoma Municipality with other tourism places is not conducive to 
effective tourism; and 

• Lack of the tourism marketing strategy. 

Formal businesses that currently exist in Nongoma are as follows: 


SIC CODE LEVEL CLASSIFICATION 

NUMBER OF 

BUSINESSES 

PERCENTAGE 

Wholesale & Retail Trade; Repair of Motor Vehicles, Motorcycles; 

Personal & Flousehold goods; Flotels & Restaurants 

62 

54% 

Financial Intermediation; Insurance; Real Estate and Business 

Service 

35 

31% 

Community, Social and Personal Services 

14 

12% 

Construction 

2 

2% 

Transport, Storage and Communication 

1 

1% 

Total 

114 

100% 


Source: Stratplan 2010 
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Agriculture, Forestry and Fishing 

Agriculture is viewed as the cornerstone of future economic development in the Nongoma Municipality. 
Some areas within the municipality display a relatively high potential for agricultural development. The 
entire municipality consists of communal settlement and a mixture of farming takes place by small 
holders with cattle and goats being the most important enterprises. The region consists mainly of 
bushveld, to such an extent that the agricultural potential is low. Rainfall is below 700mm per annum 
and this is not conducive to successful farming. Investment in river or rain-fed irrigation system should 
be considered in order to support agricultural development in Nongoma. 

The projects in the Nongoma area which have been implemented by the Department of Agriculture 
comprise the following: 

• Piggeries 

• Peanut processing 

• Broiler farming 

• Goat projects 

• Vegetable gardens 

A number of opportunities in the agricultural sector have been identified, viz: 

• The Bululwane irrigation projects (redevelopment) 

• The Ngome tea estate (redevelopment) 

• Other smaller irrigation schemes 

• Smallholder production 

• Livestock related projects 
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Construction 

This is the fourth largest sector in Nongoma. Minimal construction is taking place within the 
municipality and is supported by two medium-size hardware shops. With the urban renewal program in 
the offing, there will be extensive construction in Nongoma which will span approximately over a period 
of 5 years. 



Transport and Communication 

The lack of effective transportation system is one of the major challenges the Nongoma Municipality is 
grappling with. 


The Nongoma municipality is served mainly by taxi operators with one association. The taxi 
association operates four taxi ranks, one of which is formal. There are twenty routes operated by the 
Nongoma Taxi Association, all feeding, the main formal rank in town. There is also a separate long- 
distance taxi rank. The congestion caused by the taxi has led to some of them parking on the 
pavements thus creating problems for the public and other road users. The challenge posed by the 
taxi rank is captured in the new urban renewal programme and will receive priority. 


Bus facilities in Nongoma are limited to one bus rank that is not well provided with facilities. There are 
three bus operators. According to the bus route survey done by the Zululand District Municipality ( 
ZDM) the Nongoma bus service accounts for 19 or 43.2% of the total routes in the Zululand District 
Municipality. 



Local Economic Development Opportunities 


The existing situation in Nongoma Town suggests that it has significant potential to grow economically 
and socially. Urban Econ (2009) indicates that the total economy of Nongoma has grown from 1996 to 

2001 at an average annual rate of 1.16%. From 2002 to 2007 this growth figure increased slightly to an 
annual average of 2.53%.A number of informal businesses can be found within Nongoma and the vast 
majority of the businesses sell fruit and vegetables. 







CORPORATE SERVICES 

Introduction 



Corporate Services is the core of general administration and human resources management for 
Nongoma Municipality. It is considered as the main support department that is breathing life to the 
Municipality as a whole. It entails amongst others Human Resources Management and Administration, 
Registry and Record keeping, Fleet Management, Policy Review and Development, Legal Matters, 
Labour Relations, Committee Services, Management and Utilization of Municipal Facilities, Corporate 
Image of the Municipality, etc. 

Municipal Policies and Procedures 

The Department of Corporate Services is responsible for ensuring that proper policies and Work 
Procedure are in place for proper operations. A set of policies, procedures and by laws are in place and 
are reviewed annually and as need arises to ensure relevance to Municipal objectives as set out in the 
IDP. 

Organisational Structure 

Nongoma Local Municipality is operating according to Municipal Organogram which is adopted by the 
Council and it is further reviewed annually and as per need. It is the responsibility of Corporate Services 
Department to ensure that the process in initiated and carried through for development, review and 
implementation of the adopted Organogram. A copy of the adopted Organogram is as attached. 

Registry 

Municipal records are effectively and efficiently managed at the Registry which is the sub section of 
Corporate Services Department. The Registry is further tasked as a centralised internal and external 
communication channel for the Municipality. 

Legal Matters 

It is one of the functions of Corporate Services Department to provide legal advice and support to the 
Council. Since Nongoma Municipality is a small government entity this function was outsourced to a 
private firm of attorney who work in good harmony with the Municipality. Amongst others they are 
currently dealing with issues of land ownership and transfer, labour issues, legal opinion and advise 
and other relevant matters as deemed necessary. 

T ransport 

Municipal Vehicles, Plant and T ools are under the custody of Corporate Services Department which is 
responsible for ensuring efficient and effective management and use as per Municipal policy and 
procedures. 

Land Issue 

A lot of uncertainty and unresolved issues from the past are surrounding issues of Nongoma Municipal 
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land ownership and implementation of Municipal Land Use Management System (LUMS), as adopted 
by the Council. As a result the matter is one of the priority issues handled by Municipal Attorneys. 

Municipal Facilities 

This Department has a responsibility to ensure that Council immovable properties are efficiently and 
effectively utilised, maintained and managed. This include among others Municipal Offices, Public 
Toilets, Public Library, Public Halls. Cleaning and maintenance of these facilities on continuous basis is 
the responsibility of the Corporate Services Department. 

We are facing a challenge of shortage of office space and accommodative Council Chamber. This 
challenge is currently affecting our plan to grow. Further to that some of our offices are already over 
packed. We have accordingly responded to this challenge as a short term remedy a plan is already in 
implementation phase to convert basement parking into offices. Further to that as a long term 
response to the challenge we are working on proposed plan for building a new block of offices and 
Council Chambers. 

Municipal Employment Equity 

Corporate Services Department has a responsibility to develop and implement Employment Equity 
Plan. The plan is developed annually to predict how employment imbalances are to be addressed over 
a period of time. Municipal Employment Equity Plan is therefore taken into consideration whenever 
employment in done. 

We are still faced with a huge challenge to redress employment imbalances. Majority of women are 
employed mainly in two categories, that is, unskilled labour and junior administrative staff. Few women 
are employed in middle management positions. Only one woman is employed as a senior manager. On 
the other hand we still need to ensure employment of people with disabilities. We are closely monitoring 
employment of staff to ensure that we adhere to our Employment Equity Plan. 


Employment Equity Gender Numerical goals for achievement on or before the end of June 2011 

Note: A=Africans, C=Coloureds, l=lndians and W=Whites: 


Occupational 

Levels 

African 

White 

Male Total 

African 

Female Total 

Grand Total 

Top 

Management 

21 

1 

22 

16 

16 

38 

Senior 

Management 

4 

0 

4 

3 

3 

7 

Mid 

Management 

12 

0 

12 

13 

13 

25 

Skilled 

Technical 

18 

0 

18 

22 

22 

40 

Semi Skilled 

12 

0 

12 

15 

15 

27 

Unskilled 

21 

0 

21 

21 

21 

30 

Grand Total 

88 

1 

22 

90 

90 

179 
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Employment Equity Disability Numerical goals for achievement on or before the end of June 
2011 

Note: A=Africans, C=Coloureds, l=lndians and W=Whites: 



Occupational 

Level 

Male 

Female 

Foreign 

National 

Total 

Top management 

4 

2 


6 

Senior management 

1 



1 

Professionally qualified 

and experienced 

specialists and 

mid-management 

1 

1 


2 

Skilled technical and 

academically qualified 

workers, junior 

management, 

supervisors, 

foremen, and 

superintendents 

2 

2 


4 

Semi-skilled and 

discretionary decision 

making 

1 

2 


3 

Unskilled 

2 

2 


4 

TOTAL PERMANENT 

11 

9 


20 

Temporary employees 





GRAND TOTAL 

11 

9 


20 
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AUDIT AND PERFORMANCE MANAGEMENT COMMITTEE REPORT 


Membership 

The Nongoma Municipality has an Audit and Performance Committee set up in accordance with the 
prescripts of the Municipal Finance Management Act. No. 56 of 2003, section 166. The Committee 
comprises of two independent members, who are not in the employ of the Nongoma Municipality, nor 
are they political office bearers. 

The Chairperson of the Audit and Performance Committee is an independent person who is 
knowledgeable of the status of the position and has the requisite legal, business and leadership skills. 
The Committee operates in terms of written terms of reference approved by the municipality’s 
Accounting Officer and Council’s Executive Committee, which is in accordance with best practice. 

Audit Committee members and attendance 

The Committee performs its responsibilities as required in terms of the Municipal Finance Management 
Act (MFMA), as well as the code of Corporate Governance. The Audit Committee meets a minimum of 
four (4) times during a financial year. For the financial year ending 30 June 2010. The Audit 
Committee was not properly constituted and did not fulfil its responsibilities for the year under review, 
as required by section 166. 

Internal Audit 

The Municipality has a system of Internal Audit under the control and direction of its Audit and 
Performance Committee. The internal auditors were appointed in the last quarter of the financial year 
ending 30 June 2010 therefore the internal audit did not fulfil its responsibilities for the year under 
review, as required by section 165(2). 

Performance Management 

The Municipality appointed a performance audit committee, as required by regulation 14(2) of the 
Municipal Planning and Performance Management Regulations of 2001. The Municipality did not 
develop and implement mechanisms, systems and processes for auditing the results of performance 
measurement as part of its internal audit processes, as required by section 45 of the MSA. The 
Municipality did not adopt and implement a framework that describes and represents how the 
municipality’s cycle and processes of performance planning, monitoring, measurement, review, 
reporting and improvement will be conducted, organised and managed, including determining the roles 
of the different role players, as required in terms of sections 36, 38 and 41(2) of the MSA, and 
regulations 7 and 8 of the Municipal Planning and Performance Management Regulations of 2001. 
The accounting officer of the Municipality did not by 25 January of each year assess the performance 
of the municipality during the first half of the financial year, by taking into account the municipality’s 
service delivery performance during the first half of the financial year and the service delivery 
indicators set in the service delivery and budget implementation plan (SDBIP), as required by section 
72 of the MFMA. 

Risk Management 

The Audit and Risk Management Committee will, in terms of its authority delegated by Council, 
facilitate the development of a formal Risk Management Framework and Strategy. The results of the 
risk assessments should be used to direct internal audit efforts and priorities, and to determine the 
skills required of managers and staff to improve controls and to manage these risks. 
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Management has not formed an Operational Risk Management Committee (Risk Sub Committee) 
chaired by the Chief Financial Officer. The aim of the Risk Sub Committee is to implement the risk 
management strategies and give feedback to the Audit and Risk Management Committee on a regular 
basis. The risk register will be updated regularly with identified and new emerging risks including the 
risk mitigating responses and action plans. 

Review of annual financial statements for the year ending 30 June 2010 

The Chairperson has evaluated the annual financial statement of the Nongoma Municipality, for the 
year ended 30 June 2010. The Chairperson concluded that these financial statements comply, in all 
material respects, with the requirements of the Municipal Finance Management Act. 

The review of annual financial statements pays specific attention to: 

• Underlying accounting policies or changes thereto; 

• Major estimates and managerial judgments; 

• Significant adjustments flowing from the year end audit; 

• Compliance with the MFMA and other statutory precepts; 

• The appropriateness of the going concern assumption; and 

• The report of the Auditor-General for the year. 

Going concern assumption 

The Audit and Performance Committee agrees that the adoption of the going concern assertion is 
appropriate in preparing the annual financial statements of the Municipality. The Committee has 
therefore recommended the adoption of the annual financial statements by the Council of Nongoma 
Municipality. 

/■/A. 


P H KEAN 

Chairperson: Audit Committee 
Nongoma Municipality 
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AUDITOR’S REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL PROVINCIAL 
LEGISLATURE AND THE COUNCIL ON NONGOMA MUNICIPALITY 
REPORT ON THE FINANCIAL STATEMENTS 


Introduction 

1. I have audited the accompanying financial statements of the Nongoma Municipality, which 
comprise the statement of financial position as at 30 June 2010, and the statement of financial 
performance, statement of changes in net assets and cash flow statement for the year then 
ended, a summary of significant accounting policies and other explanatory information, as set out 
on pages 87 to 128. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these financial 
statements in accordance with South African Standards of Generally Recognised Accounting 
Practice (SA Standards of GRAP) and in the manner required by the Local Government: 
Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) and Division 
of Revenue Act of South Africa, 2009 (Act No. 12 of 2009) (DoRA). This responsibility includes: 
designing, implementing and maintaining internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to 
fraud or error; selecting and applying appropriate accounting policies; and making accounting 
estimates that are reasonable in the circumstances. 

Auditor-General’s responsibility 

3. As required by section 188 of the Constitution of South Africa, 1996 (Act No. 108 of 1996), section 
4 of the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and section 126(3) of 
the MFMA, my responsibility is to express an opinion on these financial statements based on my 
audit. 

4. I conducted my audit in accordance with International Standards on Auditing and General Notice 
1570 of 2009 issued in Government Gazette 32758 of 27 November 2009. Those standards 
require that I comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An 
audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

6. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for 
my audit opinion. 

Opinion 

7. In my opinion, the financial statements present fairly, in all material respects, the financial position 
of the Nongoma Municipality as at 30 June 2010 and its financial performance and its cash flows 
for the year then ended in accordance with SA Standards of GRAP and in the manner required by 
the MFMA and DoRA. 
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Emphasis of matters 

8. I draw attention to the matters below. My opinion is not modified in respect of these matters: 

Significant uncertainties 

9. With reference to note 28 to the financial statements, the municipality is the defendant in two 
lawsuits. The ultimate outcome of these matters cannot presently be determined, and no provision 
for any liability that may result has been made in the financial statements. 

Restatement of corresponding figures 

10. As disclosed in note 23 to the financial statements, the corresponding figures for 30 June 2009 for 
Nongoma Municipality have been restated as a result of an error discovered during the 2009-2010 
in their financial statements for the year ended 30 June 2010. 

Fruitless and wasteful expenditure 

11. As disclosed in note 31.1 to the financial statements, fruitless and wasteful expenditure amounting 
to R159 402 was incurred, as a result of interest being charged for non-payment of pension fund 
contributions, as required by section 24(3) of the Municipal Councillors Pension Funds Rules. 

Additional matters 

12. I draw attention to the matters below. My opinion is not modified in respect of these matters: 

Other information included in the annual report 

13. I have not obtained the 2009-2010 draft annual report and therefore have not been able to identify 
any material inconsistencies with the financial statements. 

Unaudited supplementary schedules 

14. The supplementary information set out on pages 130 to 136 do not form part of the financial 
statements and is presented as additional information. I have not audited these schedules and 
accordingly I do not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

15. As required by the PAA and in terms of General Notice 1570 of 2009 issued in Governnnent 
Gazette 32758 of 27 November 2009, I include below my findings on the report on predetermined 
objectives, compliance with the following key laws and regulations (Local Government: Municipal 
Systems Act of South Africa, 2000 (Act No. 32 of 200) (MSA), Municipal Supply Chain 
Management Regulations (GNR 868 of 30 May 2005) (MSCM Regulations) and (MFMA), and 
financial management (internal control). 

Predetermined objectives 

16. Material findings on the report on predetermined objectives, as set out on pages XX to XX are 
reported below: 

Non-compliance with regulatory and reporting requirements 

Report on predetermined objectives not submitted 

17. The financial statements submitted for auditing did not include the report on predetermined 
objectives of the municipality in terms of section 46 of the MSA. 

Existence and functioning of a performance audit committee 

18. The municipality did not appoint and budget for a performance audit committee, nor was another 
audit committee utilised as the performance audit committee, as required by regulation 14(2) of the 
Local Government: Municipal Planning and Performance Management Regulations of 2001 
(MPPMR). 
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No mid-year budget and performance assessments 

19. The accounting officer of the municipality did not by 25 January of each year assess the 
performance of the municipality during the first half of the financial year, by taking into account the 
municipality’s service delivery performance during the first half of the financial year and the service 
delivery targets and performance indicators set in the service delivery and budget implementation 
plan (SDBIP), as required by section 72 of the MFMA. 

Internal auditing of performance measurements 

20. The municipality did not develop and implement mechanisms, systems and processes for auditing 
the results of performance measurement as part of its internal audit processes, as required by 
section 45(a) of the MSA and regulation 14(1 )(a) of the MPPMR. 

Lack of adoption or implementation of a performance management system 

21. The municipality did not adopt and implement a framework that describes and represents how the 
municipality’s cycle and processes of performance planning, monitoring, measurement, review, 
reporting and improvement will be conducted, organised and managed, including determining the 
roles of the different role players, as required by sections 38 and 41(2) of the MSA as well as 
regulations 7 and 8 of the MPPMR. 

Compliance with laws and regulations 

Local Government: Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 

2003) (MFMA) 

The audit committee was not functioning properly 

22. The audit committee was not properly constituted and appointed, and therefore did not fulfil its 
responsibilities for the year under review, as required by section 166 of the MFMA. 

The internal audit unit was not functioning properly 

23. The internal audit did not fulfil its responsibilities for the year under review, as required by section 
165(2) of the MFMA. 

The mayor did not adhere to his legislative responsibilities 

24. There was no evidence provided confirming that the mayor had tabled at least 10 months before 
the start of the budget year in the municipal council, the time-schedule outlining key deadlines for 
preparation, tabling and approval of the budget and review of IDP and budget related policies, as 
required by section 21(1)(b) of the MFMA. Furthermore, no evidence could be submitted indicating 
that the SDBIP was approved, as required by section 53(1 )(c) of the MFMA. 

The accounting officer did not adhere to his statutory responsibilities 

26. The municipality did not perform a risk assessment for the year under review, as required by 
section 62(1)(c)(i) of the MFMA. 

27. There was no evidence provided confirming that the accounting officer had submitted to the 
mayor within 14 days after the approval of the annual budget, the draft Service Delivery Budget 
Implementation Plan (SDBIP) and the draft annual performance agreements, as required by 
section 69(3) of the MFMA, read with section 57(1 )(b) of the MSA. 

28. The annual return for asset management, financial position and IDP to budget was not submitted 
to Treasury, as required by section (22)(b) of the MFMA. 

The financial statements were not prepared in accordance with MFMA 

29. The municipality had to make material adjustments to the annual financial statements submitted 
for audit on 31 August 2010. These adjustments constitute non-compliance with sections 122(1) 
and 125 of the MFMA. 
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Supply Chain Management legislative requirements were not implemented or not adhered to 

30. The performance of contractors were not monitored on a monthly basis as required by section 
116(2)(b) of the MFMA. 

31. Capacity was not established in the municipality to ensure the contracts were properly enforced 
and monitored, as required section 116(2)(c) of the MFMA. 

Local Government: Municipal Systems Act of South Africa, 2000 (Act No. 32 of 2000) (MSA) 

Supply Chain Management legislative requirements were not implemented or not adhered to 

32. Senior management and staff did not complete annual declarations of interest, as required by 
SCM regulation 46(2)(e) and section 5A (Schedule 2) of the MSA. 

INTERNAL CONTROL 

33. I considered internal control relevant to my audit of the financial statements and the report on 
predetermined objectives as well as compliance with the MFMA, MSA and MSCM Regulations, 
but not for the purpose of expressing an opinion on the effectiveness of internal control. 

34. The matters reported below are limited to the significant deficiencies regarding the basis for the 
findings on the report on predetermined objectives and the findings on compliance with laws and 
regulations. 

Leadership 

35. The accounting officer does not exercise oversight responsibility over performance reporting, 
compliance with laws and regulations and internal control. Actions are not taken to address risks 
relating to the achievement of complete and accurate performance reporting. Control weaknesses 
are not analysed and appropriate follow-up actions are not taken that address risks relating to the 
achievement of performance reporting objectives. 

Financial and performance management 

36. Systems are not appropriate to facilitate the preparation of quality financial statements and 
performance reports. The financial statements were subject to material amendments resulting 
from the audit. 

Governance 

37. Internal controls are not selected and developed to prevent, detect and correct material 
misstatements in financial reporting. A risk strategy/action plan was not determined to manage 
identified risks relating to predetermined objectives. Internal audit did not advise the accounting 
officer on internal controls. Moreover, the audit committee did not provide a credible and reliable 
review of the financial statements. 
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OTHER REPORTS 
Investigation in progress 

38. There is currently an investigation in progress at the municipality, which was initiated by the 
Department of Co-operative Governance and Traditional Affairs, the details of which are 
unknown at this time. 



Pietermaritzburg 


30 November 2010 



AUDITOR -GENERAL 


SOUTH AFRICA 


Auditing to build public confidence 
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NONGOMA MUNICIPALITY 
ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 


Approval of annual financial statements 

I am responsible for the preparation of these annual financial statements, which are set out on pages 1 
to 50, in terms of Section 126(1) of the Municipal Finance Management Act and which I have signed 
on behalf of the Municipality. 

I certify that the salaries, allowances and benefits of Councillors, as disclosed in note 24 of these 
annual financial statements are within the upper limits of the framework envisaged in Section 219 of 
the Constitution, read with the Remuneration of Public Office Bearers Act and the Minister of 
Cooperative Governance and Traditional Affairs’ determination in accordance with this Act. 


Municipal Manager 
Date: 30 November 2010 
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NONGOMA MUNICIPALITY 

ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2010 
1. BASIS OF ACCOUNTING 

1.1 BASIS OF PREPARATION 

The annual financial statements have been prepared in accordance with the 
Standards of Generally Recognised Accounting Practices (GRAP) issued by the 
Accounting Standards Board in accordance with Section 122 (3) of the Municipal 
Finance Management Act (Act No. 56 of 2003). 

These standards are summarised as follows: 


GRAP 1 

Presentation of Financial Statements 

GRAP 2 

Cash Flow Statements 

GRAP 3 

Accounting Policies, Changes in Accounting Estimates and Errors 

GRAP 4 

The Effects of Changes in Foreign Exchange Rates 

GRAP 5 

Borrowing Costs 

GRAP 6 

Consolidated and Separate Financial Statements 

GRAP 7 

Investments in Associates 

GRAP 8 

Interests in Joint Ventures 

GRAP 9 

Revenue from Exchange Transactions 

GRAP 10 

Financial Reporting in Flyperinflationary Economies 

GRAP 11 

Construction Contracts 

GRAP 12 

Inventories 

GRAP 13 

Leases 

GRAP 14 

Events After the Reporting Date 

GRAP 16 

Investment Property 

GRAP 17 

Property, Plant and Equipment 

GRAP 19 

Provisions, Contingent Liabilities and Contingent Assets 

GRAP 100 

Non-current Assets Field for Sale and Discontinued Operations 

GRAP 101 

Agriculture 

GRAP 102 

Intangible Assets 
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Accounting policies for material transactions, events or conditions not covered by the above 
GRAP Standards have been developed in accordance with paragraphs 7, 11 and 12 of GRAP 
3. These accounting policies and the applicable disclosures have been based on the South 
African Statements of Generally Accepted Accounting Practices (SA GRAP) including any 
interpretations of such Statements issued by the Accounting Practices Board. 

The Accounting Standards Board has set transitional provisions for individual standards of 
GRAP as set out in Directive 4 issued in March 2009. Details of the transitional provisions 
applicable to the Municipality have been provided in the notes to the annual financial 
statements. 

1.2 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS 
ISSUED BUT NOT YET EFFECTIVE. 

The following GRAP standards have been issued but are not yet effective and have 
not been early adopted by the Municipality. Application of all of the GRAP standards 
noted below will be effective from a date to be announced by the Minister of Finance. 
This date is not currently available. 

• GRAP 18 Segment Reporting- issued March 2005 

• GRAP 23 Revenue from Non-Exchange Transactions (Taxes and Transfers)- 
issued February 2008 

• GRAP 24 Presentation of Budget Information in Financial Statements- issued 
November 2007 

• GRAP 103 Fleritage Assets- issued July 2008 

The following standards, amendments to standards and interpretations have been issued but 
are not yet effective and have not been early adopted by the Municipality. 

• IAS 19 Employee Benefits- effective 1 January 2009 

• I FRIG 17 Distribution of Non-cash Assets to Owners- effective 1 July 2009 

IAS 39 Financial instruments: Recognition and Measurement- portions of standard effective 1 
July 2009 Management has considered all of the above- mentioned GRAP standards issued 
but not yet effective and anticipates thaB the adoption of these standards will not have a 
significant impact on the financial position, financial performance or cash flows of the 
Municipality. 

A summary of the significant accounting policies, which have been consistently applied except 
where a transitional provision has been granted are disclosed below in paragraph 4 to 18. 

2. PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand. 

3. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 


4. COMPARATIVE INFORMATION 

Budget information in accordance with GRAP 1 and 24, has been provided in an appendix D to 
these financial statements and forms part of the audited annual financial statements. 
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When the presentation or classification of items in the annual financial statements is amended, 
prior period comparative amounts are restated. The nature and reason for the reclassification 
is disclosed. Where accounting errors have been identified in the current year, the correction 
is made retrospectively as far as is practicable, and the prior year comparatives are restated 
accordingly. Where there has been a change in accounting policy in the current year, the 
adjustment is made retrospectively as far as is practicable, and the prior year comparatives 
are restated accordingly. 

5. PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment is stated at cost or fair value less accumulated depreciation. 
Heritage assets, which are culturally significant resources and which are shown at cost, are 
not depreciated owing to the uncertainty regarding their estimated useful lives. Similarly, land 
is not depreciated as it is deemed to have an indefinite life. 

The cost of an item of property, plant and equipment comprises purchase price, import duties, 
non-refundable purchase taxes and directly attributable costs of bringing the asset to working 
condition for its intended use, such as site preparation, initial delivery, handling, installation 
and professional fees. Where item of property, plant and equipment have been impaired, the 
carrying value is adjusted by the impairment loss, which is recognised as an expense in the 
period that the impairment is identified. 

The cost of an item of property, plant and equipment acquired in exchange for a non-monetary 
asset or monetary assets or a combination of monetary and non-monetary assets is measured 
at its fair value. If the acquired item cannot be measured at its fair value, its cost is measured 
at the carrying amount of the asset given up. 

Items of property, plant and equipment which are acquired for no cost or for a nominal cost are 
recognised at their fair values. 

Subsequent expenditure is capitalised when the recognition and measurement criteria of an 
asset are met. 

The cost or fair value of property, plant and equipment is depreciated using the straight line 
method over the period of the estimated useful lives of the assets. Depreciation on new 
acquisitions is charged to the Statement of Financial Performance in the financial year that 
economic benefits accrue to Council. 

The annual depreciation rates are based on the following estimated asset lives:- 


DETAILS 

DATE 

Infrastructure 


Roads 

10-15 


Other Assets 


Buildings 

25-30 

Machinery and Equipment 

4-15 

Furniture and office equipment 

7-10 

Computers 

5 

Motor vehicles 

7 
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The estimated useful lives and residual values of property, plant and equipment are 
periodically reviewed and adjusted when necessary. 

The gain or loss arising on the disposal or retirement of an item of property, plant and 
equipment is determined as the difference between the sales proceeds and the carrying value 
and is recognised in the Statement of Financial Performance. 

Where the carrying amount of an item of property, plant and equipment is greater than the 
estimated recoverable amount, it is written down immediately to its recoverable amount and an 
impairment loss is charged to the Statement of Financial Performance. 

Nongoma Municipality has taken advantage of the transitional provisions permitted by the 
Accounting Standards board, in terms of Directive 4 issued in March 2009, with respect to the 
measurement of property plant and equipment as set out in paragraphs 73 to 83 

6. INTANGIBLE ASSETS 

The Municipality recognises an intangible asset in its Statement of Financial Position only 
when it is probable that the expected future economic benefits or service potential are 
attributed to the asset will flow to the Municipality and the cost or fair value of the asset can be 
measured reliably. 

Where an intangible asset is acquired by the Municipality for no or nominal consideration (i.e. 
a non-exchange transaction), the cost is deemed to be equal to the fair value of that asset on 
the date acquired. 

Where an intangible asset is acquired in exchange for a non-monetary asset or monetary 
assets, or a combination of monetary non- monetary assets, the asset acquired initially 
measured at fair value (the cost). If the acquired item’s fair value was not determinable, it’s 
deemed cost is the carrying amount of the asset(s) given up. 

Intangible assets are subsequently carried at cost less accumulated amortisation and 
impairments. The cost of an intangible asset is amortised over the useful life where that useful 
life is finite. Where the useful life is indefinite, the asset is not amortised but is subject to an 
annual impairment test. 

Amortisation is charged so as to write off the cost or valuation of intangible assets over their 
estimated useful lives using the straight line method. The annual amortisation rate is 10% per 
annum. 

7. LEASES 

Leases are classified as finance leases where substantially all the risks and rewards 
associated with ownership of an asset are transferred to the Municipality. Property, plant and 
equipment or intangible assets subject to finance lease agreements are initially recognised at 
the lower of the asset’s fair value and the present value of the minimum lease payments. The 
corresponding liabilities are initially recognised at the inception of the lease and are measured 
as the sum of the minimum lease payments due in terms of the lease agreement, discounted 
for the effect of interest. In discounting the lease payments, the Municipality uses the interest 
rate that exactly discounts the lease payments and unguaranteed residual value to the fair 
value of the asset plus any direct costs incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with the 
stated accounting policies applicable to property, plant, equipment or intangibles. The lease 
liability is reduced by the lease payments, which are allocated between the lease finance cost 
and the capital repayment using the effective interest rate method. Lease finance costs are 
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expensed when incurred. The accounting policies relating to de-recognition of financial 
instruments are applied to lease payables. The lease asset is depreciated over the shorter of 
the asset’s useful life or the lease term. 



Payments made under operating lease agreements are expensed and charged to the 
Statement of Financial Performance on a straight line basis over the period of the lease. 
These agreements do not transfer risk and rewards associated with ownership of an asset to 
the Municipality. 

Nongoma Municipality has taken advantage of the transitional provisions permitted by the 
Accounting Standard Boards, in terms of Directive 4 issued in March 2009, with respect to the 
measurement of leases as set out in paragraph 55 to 60. 

8. INVENTORIES 

Inventories comprising consumable stores, raw materials, finished goods and housing are 
valued at the lower of average cost, determined on the first in first out method, and net 
realisable value. Where inventories are held for distribution or consumption in the production 
process of goods at no charge or for a nominal charge, they shall be measured at the lower of 
cost and current replacement costs. 

Redundant and slow-moving inventories are identified and written down from cost to net 
realisable value with regard to their estimated economic or realisable values. The amount of 
any write-down of inventories to net realisable value and all losses of inventories are 
recognised as an expense in the period the write-down or loss occurs. The amount of any 
reversal of any write-down of inventories, arising from an increase in net realisable value, are 
recognised as a reduction in the amount of inventories recognised as an expense in the period 
in which the reversal occurs. 

Nongoma Municipality has taken advantage of the transitional provisions permitted by the 
Accounting Standards Board, in terms of Directive 4 issued in March 2009, with respect to the 
measurement of inventories as set out in paragraphs 45 to 52. 

9. FINANCIAL INSTRUMENTS 

Financial instruments are initially measured at fair value. The subsequent measurement of 
financial instruments is dealt with below and in the absence of an approved GRAP Standard, is 
in accordance with IAS 39. 

9.1 INVESTMENTS 

Financial instruments, which include unlisted, reciprocal municipal bonds, fixed 
deposits and short-term deposits invested in registered commercial banks are stated 
in the annual financial statements at the lower or fair value. No impairments are 
required as the cost values equate to their cash values. 

Where investments have been impaired, the carrying values are adjusted by the 
impairment losses, which are recognised as an expense in the period that the 
impairment is identified. 

On disposal of an investment, the difference between the net proceeds on disposal 
and the carrying amount is charged or credited to the Statement of Financial 
Performance. 

9.2 CONSUMER AND OTHER RECEIVABLES 

Consumer and other receivables are categorised as financial assets: loans and 
receivables and are initially recognised at fair value and subsequently carried at 
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amortised cost. Amortised cost refers to the initial carrying amount, plus interest, less 
repayments and impairments. An estimate is made for doubtful receivables based on 
a review of all outstanding amounts at year-end. Impairments are determined by 
discounting expected future cash flows to their present value. Amounts that are 
receivable within 12 months from the reporting date are classified as current. 

Bad debts are written off during the year in which they are identified. 

An impairment or bad debt loss is recognised when it is probable that the Municipality 
will not be able to collect all amounts due (principal and interest) according to the 
contractual terms of the accounts receivable. The assessment of objective indicators 
of impairment for accounts receivable is carried out at each balance sheet date. 

9.3 CASH AND CASH EQUIVALENTS 

Cash includes cash on hand and cash with banks. Cash equivalents are short-term 
highly liquid investments that are held with registered banking institutions with 
maturities of twelve months or less and are subject to an insignificant risk of change in 
value. 

For the purposes of the cash flow statement, cash and cash equivalents comprise 
cash on hand, deposits held on call with banks and investments in financial 
instruments, net of bank overdrafts. The Municipality categorises cash and cash 
equivalents as financial assets: loans and receivables. 

Bank overdrafts are recorded at the current value of the utilisation of approved 
facilities from the Municipality’s bankers. Finance charges on bank overdrafts are 
expensed as incurred. Amounts owing in respect of bank overdrafts are categorised 
as financial liabilities: other financial liabilities carried at amortised cost. 

9.4 FINANCIAL LIABILITIES: ACCOUNTS PAYABLE 

After initial recognition, financial liabilities are subsequently measured at amortised 
cost using the effective interest rate method. Amortised cost is calculated by taking 
into account any discounts or premium on settlement. Gains and losses are 
recognised in net income or loss when liabilities are impaired as well as through the 
amortisation process. 

Accounts payable are stated in the annual financial statements at the amounts due to 
trade and other creditors for goods or services received. The liabilities are generally 
settled within a period of 30 days, accordingly impairments, if any, are considered to 
be immaterial. 

10. REVENUE RECOGNITION 

10.1 Revenue from Exchange Transactions 

Service charges relating to refuse removal are raised and recognised on a monthly 
basis in arrears by applying the approved tariff to each property that has 
improvements, the category of property usage and the number of refuse containers on 
each property regardless of whether or not containers are emptied during the month. 

Interest is recognised on a time proportion basis. 

Revenue from the rental of facilities and equipment is recognised on a straight-line 
basis over the term of the lease agreement. 
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Revenue arising from the application of the approved tariff of charges is recognised 
when the relevant service is rendered and the fee has been charged or licences and 
permits have been issued. 

Revenue from the sale of goods is recognised when the risk is passed to the 
consumer. 

Revenue from public contributions is recognised when all conditions associated with 
the contribution have been met or where the contribution is to finance property, plant 
and equipment, when such items of property, plant and equipment is brought into use. 
Where public contributions have been received but the Municipality has not met the 
conditions, a liability is recognised. 

10.2 Revenue from non-exchange transactions 

Revenue from assessment rates is recognised when the legal entitlement to this 
revenue arises. 

Collection charges are recognised when such amounts have been raised and are 
legally enforceable. 

Penalty interest is raised on unpaid rates after the due date for payment and is 
recognised on a time proportion basis. 

Revenue from the collection of spot fines and summonses is recognised when 
payment is received together with an estimate of spot fines and summonses that will 
be received based on past experience of amounts collected. 

Donations are recognised when cash is received or when property, plant and 
equipment are brought into use. 

Contributed property, plant and equipment is recognised when such items of property, 
plant and equipment are brought into use. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful 
expenditure is based on legislated procedures, including those set out in the Municipal 
Finance Management Act (Act No. 56 of 2003) and is recognised when the 
recovery thereof from the responsible councillors or officials is virtually certain. 


PROVISIONS 

Provisions are recognised when the Municipality has a present or constructive obligation as a 
result of past events, it is probable that an outflow of resources embodying economic benefits 
will be required to settle the obligation and a reliable estimate of the provision can be made. 
Provisions are reviewed at reporting date and adjusted to reflect the current best estimate. 

Nongoma Municipality has taken advantage of the transitional provisions permitted by the 
Accounting standards Board, in terms of Directive 4 issued in March 2009, with respect to the 
measurements of Provisions as set out in paragraphs 93-94E. 


11. CONDITIONAL GRANTS AND RECEIPTS 

Revenue received from conditional grants, donations and funding are recognised as revenue 
to the extent that the Municipality has complied with any of the criteria, conditions or 
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obligations embodied in the agreement. A liability is recognised to the extent that the criteria, 
conditions or obligations have not been met. 



12. RETIREMENT BENEFITS 

The Municipality operates various pension schemes. These schemes are funded through 
trustee administered funds. The Municipality has both defined benefit and defined contribution 
plans. A defined contribution plan is a pension plan under which the Municipality pays fixed 
contributions into a separate entity. The Municipality has no legal or constructive obligations to 
pay further contributions. 

Contributions are recognised as an expense in the Statement of Financial Performance in the 
year in which they become payable. 

The liability recognised in the statement of financial position is in respect of defined of defined 
benefit plan for post employment health care benefits. The fund is actuarially valued each 
year using the discounted cash flow method. Any deficits identified by the actuary are 
recovered from the Municipality in the form of surcharges added to the contributions which are 
recognised as an expense in the Statement of Financial Performance in the year that they 
become payable. 

The liability recognised in the statement of financial position over a 5 year period per the 
transitional provisions afforded to the Municipality in terms of IAS 19, paragraph 156(b). 

13. DEPOSITS 

Deposits received from consumers are based on a set tariff for prepaid electricity meters and 
conventional electricity matters. The deposit for domestic and business customers using 
conventional electricity meters may be increased based on consumption. In the event of a 
disconnection of service for non payment, the value of the deposit is reviewed and adjusted in 
terms of the Council’s consumer deposits policy. No interest is paid on deposits held. 

14. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in 
terms of the conditions of an allocation received from another sphere of government. 
Municipality or organ of state and expenditure in the form of a grant that is not permitted in 
terms of the Municipal Finance Management Act (Act No. 56 of 2003). Unauthorised 
expenditure is accounted for as an expense in the Statement of Financial Performance and 
where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 

15. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act 
(Act No. 56 of 2003), the Municipal Systems Act 9Act No. 32 of 2000), the Public Office 
bearer’s Act (Act No. 20 of 1998) or is in contravention of the Municipality’s Supply Chain 
Management Policy. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and 
where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 

16. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been 
avoided had reasonable care been exercised. Fruitless and wasteful expenditure is accounted 
for as expenditure in the Statement of Financial Performance and where Nongoma 
Municipality has taken advantage of the transitional provisions permitted by the Accounting 
Standards Board, as set out in Directive 4 issued in March 2009 as follows: 
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• GRAP 1 Presentation of Financial Statements - paragraphs 7-8A 

• GRAP 9 Revenue from Exchange Transactions- paragraphs 37-38 

• GRAP 12 Inventories- paragraphs 45-52 

• GRAP 13 Leases- paragraphs 55-60 

• GRAP 16 Investment Properties- paragraphs 63-70 

• GRAP 19 Provisions, Contingent Liabilities and Contingent assets- paragraphs 93-94E 

• GRAP 100 Non-current assets held for sale and discontinued operations- paragraphs 
97-98 

• GRAP 1 02 Intangible Assets- paragraphs 110-118 

• IAS 19 Retirement benefits- paragraph 155(b). 

The Municipality has developed a plan to implement the above transitional provisions within the 
window period established in Directive 4. Progress will be evaluated each reporting period. 
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NONGOMA MUNICIPALITY 

STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2010 


NET ASSETS AND LIABILITIES 

Net assets 

Accumulated surplus 

Non-current liabilities 

Instalment sale obligation 
Post retirement medical benefits 
Refuse site rehabilitation cost 

Current liabilities 

Deposits 

Creditors 

Unspent conditional grants and receipts 
Instalment sale obligation 
Post retirement medical benefits 
Refuse site rehabilitation cost 



2010 

2009 

Note 

R 

R 



56 840 369 

37 213 991 


56 840 369 

37 213 991 


5 444 907 

2 970 811 

1 

304 907 

773 811 

27 

2 755 000 

2 197 000 

4 

2 385 000 

- 


15 004 289 

17 122 354 

2 

- 

5 340 

3 

8 989 056 

4 952 805 

5 

4 308 138 

11 704 115 

1 

458 095 

460 094 

27 

17 000 

- 

4 

1 232 000 

- 


Total net assets and liabilities 


77 289 565 


58 420 129 


ASSETS 


Non-current assets 


55 723 564 

47 456 855 

Non-current receivables 

7 

54 440 

- 

Property, plant and equipment 

8 

55 644 589 

47 423 326 

Intangible assets 

9 

24 535 

33 529 

Current assets 


21 566 001 

9 850 301 

Consumer debtors 

10 

4 495 720 

5618812 

Other debtors 

11 

2 289 098 

1 553 127 

Value-added tax 

12 

5 221 094 

3 210 750 

Prepaid expenditure 

13 

126 230 

62 252 

Investments 

6 

549 538 

518 333 

Bank and cash 

6 

8 884 321 

(1 110916) 
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Total assets 


77 289 565 


NONGOMA MUNICIPALITY 
STATEMENT OF FINANCIAL PERFORMANE 
FOR THE YEAR ENDED 30 JUNE 2010 


2010 



Note 

R 

REVENUE 

Government and provincial grants and subsidies 

15 

55 186 771 

Property rates 

13 

3 594 035 

Refuse removal 


450 817 

Fines 


25 050 

Licences and permits 


723 800 

Interest received 

14 

656 550 

Other income 

16 

1 442 676 

Total revenue 


62 079 699 


EXPENDITURE 

Employee related costs 

17 

17 785 909 

Remuneration of councillors 

18 

8 087 497 

Depreciation 

8 

2 164 243 

Amortisation 

9 

8 994 

Loss on transfer of assets 


- 

Loss on disposal of assets 


- 

General expenses 

19 

13 513 560 

Finance charges 

20 

470 250 

Impairment 

8 

1 006 448 

Post retirement medical benefits 

27 

575 000 

Audit fees 


1 102 121 

Repairs and maintenance 


841 068 

Refuse site rehabilitation cost 


3 617 000 

Debt impairment 


3 548 828 

Total expenditure 


52 720 918 

Net surplus 


9 358 781 


58 420 129 


2009 

R 


42 866 548 
1 053 667 
571 897 
299 904 
583 429 
233 603 
608 586 
46 217 634 


14 578 933 
7 175 537 
2 021 128 
8 994 
9 305 907 
179 696 
7 342 242 
365 145 

2 197 000 
739 085 
598 719 

937 831 

45 450 217 


767 417 
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NONGOMA MUNICIPALITY 
STATEMENT OF CHANGES IN NET ASSETS 
FOR THE YEAR ENDED 30 JUNE 2010 



Government Grant 

Donation and Public 

Accumulated 



Reserve 

Contribution Reserve 

Surplus 

Total 


R 

R 

R 

R 

2008/2009 





Balance as previously reported on 01 July 2008 

18 539 957 

12 537 969 

(2 245 862) 

28 832 064 

Appropriations for 2009 



(4 091 625) 

(4 091 625) 

Prior year adjustment - 2008 additions not recognised 



1 1 067 033 

1 1 067 033 

Reversal of backlog depreciation - 30 June 2008 



5 741 730 

5 741 730 

Adjusted accumulated depreciation - 30 June 2008 



(7 241 327) 

(7 241 327) 

Accumulated amortisation - 30 June 2008 



(4 487) 

(4 487) 

Loss on transfer of assets 



9 305 907 

9 305 907 

Loss on disposal of assets 



179 696 

179 696 

Reversal of incorrect instalments 



(432 347) 

(432 347) 

Bad debt write off for 2009 



159 911 

159 911 

Amount incorrectly classified 

(11 750 307) 


17 402 

(11 732 905) 

Finance charges 



174 452 

174 452 

T ransfer of reserves 

136 694 



136 694 

Accumulated depreciation on disposal of assets 



4 351 778 

4 351 778 

Surplus for the year - restated {refer note 24) 



767 417 

767 417 

Restated balance as at 30 June 2009 

6 926 344 

12 537 969 

17 749 678 

37 213 991 

2009/2010 





Prior year adjustments {refer note 24) 



10 267 597 

10 267 597 

T ransfer of reserves 

(6 926 344) 

(12 537 969) 

19 464 313 

- 

Surplus for the year 



9 358 781 

9 358 781 
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Balance as at 30 June 2010 


56 840 369 


56 840 369 


100 



101 



NONGOMA MUNICIPALITY 
STATEMENT OF CHANGES IN NET ASSETS 
FOR THE YEAR ENDED 30 JUNE 2010 


2010 

Note R 


2009 

R 


CASH FLOW FROM OPERATING ACTIVITIES 


Cash receipts from ratepayers, government and other 
Cash paid to suppliers and employees 

Cash generated from/(utilised] by) operations 

Interest received 
Finance charges 

Increase in value-added tax claim 

Net cash from operating activities 


58 197 464 
(48 887 221) 
21 9 310 243 

656 550 
(470 250) 
(2 010 344) 
7 486 199 


CASH FLOW FROM INVESTING ACTIVITIES 

Proceeds from disposal of assets 
Purchase of property, plant and equipment 
(lncrease)/Decrease in non-current receivables 

Net cash from investing activities 

CASH FLOW FROM FINANCING ACTIVITIES 

Decrease in long term liabilities 
Increase on post retirement medical benefits 
Increase in refuse site rehabilitation cost 
Prior year adjustments 

Net cash flow from financing activities 

Net increase in cash and cash equivalents 

Cash and cash equivalents: 

at the beginning of the year 
at the end of the year 

Net increase in cash and cash equivalents 


8 (11 391 954) 

7 (54 440) 

(11 446 394) 


(470 903) 
575 000 
4 3 617 000 

23 10 267 597 

13 988 694 


10 028 499 


22 (594 640) 

22 9 433 859 

10 028 499 


42 915 230 

(26 348 590) 
16 566 640 
233 603 
(365 145) 
(3 210 745) 
13 224 353 


65 560 
(13 104 776) 
85 975 

(12 953 241) 


(553 812) 
2 197 000 


1 643 188 


1 914 300 


(2 508 940) 
(594 640) 

1 914 300 
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NONGOMA MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 


2010 

R 

1. INSTALMENT SALE AGREEMENT 

Minimum payments due 763 002 

Less: Transfer to current liabilities (304 907) 

Long-term portion 458 095 


Refer to Appendix A for further detail. 

The instalment sale agreements are with Wesbank for 
the purchase of vehicles and bear interest at 14.5% 
per annum. The loans are repayable over 18 months. 
The liability is secured against vehicles with a cost 
cost of R1 727 688. 


2. DEPOSITS 

Consumer deposits 

3. CREDITORS 

Trade creditors 
Pension Fund 
Staff leave 
Other creditors 


5 573 947 
1 753 433 
1 594 948 
66 728 

8 989 056 


4. REFUSE SITE REHABILITATION COST 

Refuse site rehabilitation cost 
Less: Transfer to current liabilities 

Long-term portion 

Provision has been made for the estimated cost of 
rehabilitating the council's refuse site. The estimated 
cost has been determined by the council's consulting 
engineer. The estimate covers the period of 5 years. 

5. UNSPENT CONDITIONAL GRANTS AND RECEIPTS 
Conditional grants from other spheres of government 

Library 

CDW 

Tourism 


3 617 000 
(1 232 000) 

2 385 000 


2009 

R 


1 233 905 
(773 811) 

460 094 


5 340 


1 575 370 
1 254 267 
1 458 518 
664 650 

4 952 805 


192 950 
87 
59 429 
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Finance management (FMG) 

467 466 

1 506 818 

Municipal infrastructure grant (MIG) 

3 492 870 

5 412 060 

PRA and valuation 

- 

217 859 

NONGOMA MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 




5. UNSPENT CONDITIONAL GRANTS AND RECEIPTS (Continued) 

Conditional grants from other spheres of government 

2010 

R 

2009 

R 

GIS 

- 

359 

Interdep monitoring 

- 

100 000 

Performance Management System 

- 

45 348 

Property rates 

- 

147 750 

Integrated development plan 

- 

90 639 

Electricity capacity 

- 

100 000 

Housing - Holinyoka 

- 

(840 080) 

Housing - Buxedene 

- 

(712 860) 

Project consolidate 

- 

(134 000) 

MPPCB 

- 

391 500 

Housing sector plan 

- 

4 950 

Preparation funding 

- 

30 180 

Internal controls 

- 

150 000 

Public participation 

- 

87 918 

Construction of roads 

- 

2 000 000 

MNP 

- 

183 220 

Grap/Gamap conversion 

- 

300 000 

Debt collection strategy 

- 

100 000 

Land use management systems (LUMS) 

- 

250 000 

Municipal systems improvement (MSIG) 

147 802 

819 266 

Institutional 

- 

185 

Management assistance programme 

200 000 

1 185 489 

Local economic development (LED) 

4 308 138 

15 048 

11 704 115 

Refer note 16 for reconciliation of grants from other 

spheres of government. 

4 308 138 

11 704 115 

6. CALL INVESTMENT DEPOSITS 

Call accounts 

7 333 044 

2 057 

Fixed maturity notice 

549 538 

7 882 582 

516 276 

518 333 


Call Accounts 
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FNB Call Account No 61315000549 


Cash book balance at the beginning of the year 2 057 

Cash book balance at the end of the year 7 333 044 

NONGOMA MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 

6. CALL INVESTMENT DEPOSITS (Continued) 

2010 

R 

Business Fixed Maturity Notice 

FNB Deposit Account No. 74023879677 

Cash book balance at the beginning of the year 516 276 

Cash book balance at the end of the year 549 538 


BANK AND CASH 
Cheque Account 

FNB Distribution Account No 62009052903 

Cash book balance at the beginning of the year 59 025 

Cash book balance at the end of the year ^ 


Cheque Account 

Absa Cheque Account No 4070255864 

Cash book balance at the beginning of the year 308 904 

Cash book balance at the end of the year 297 385 


Primary Cheque Account 

FNB Cheque Account No 53153278884 

Cash book balance at the beginning of the year (2 100 597) 

Cash book balance at the end of the year 260 093 


Bursary Fund 

FNB Account No 

Cash book balance at the beginning of the year 
Cash book balance at the end of the year 


Provincial Grant Account 

FNB Provincial Grant Account No 62203756921 


Cash book balance at the beginning of the year 483 809 

Cash book balance at the end of the year 132 328 


Licensing Cheque Account 

FNB Licensing Account No 62203761962 

Cash book balance at the beginning of the year 58 367 

Cash book balance at the end of the year 660 851 


(49 032) 

2 057 


2009 

R 


588 613 

516 276 


72 326 

59 025 


404 673 

308 904 


(3 537 787) 

(2 100 597) 


12 267 


483 809 


58 367 
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NONGOMA MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2010 


6. CALL INVESTMENT DEPOSITS (Continued) 

2010 2009 

R R 

BANK AND CASH 

Infrastructure Grant Account 

FNB Infrastructure Grant Account No 62202226751 

Cash book balance at the beginning of the year 77 519 ^ 

Cash book balance at the end of the year 200 620 77 519 

TOTAL BANK AND CASH 8 884 321 (1 110 916) 

7. NON-CURRENT RECEIVBLES 

Land sale 322 011 267 571 

Provision for doubtful debts (267 571) (267 571) 

54 440 
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NONGOMA MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 


8. PROPERTY, PLANT AND EQUIPMENT 


2010 2009 



Cost/ 

Accumulated 

Carrying 

Cost/ 

Accumulated 

Carrying 


Valuation 

Depreciation 

Value 

Valuation 

Depreciation 

Value 

Land and buildings 

20 268 231 

3 227 573 

17 040 658 

15 264 309 

2 173 165 

13 091 144 

Buildings 

28 103 085 

600 735 

27 502 350 

28 128 266 

300 368 

27 827 898 

Infrastructure 

6 308 573 

248 050 

6 060 523 

3 292 815 

129 172 

3 163 643 

Other 

6 969 649 

2 998 562 

3 971 087 

5 463 396 

2 307 973 

3 155 423 

Assets under construction 

1 069 971 

- 

1 069 971 

185 218 

- 

185 218 

Total 

62 719 509 

7 074 920 

55 644 589 

52 334 004 

4 910 678 

47 423 326 
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NONGOMA MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 


8. PROPERTY, PLANT AND EQUIPMENT (Continued) 


Reconciliation of property, plant and equipment at 30 June 2010 


Assets 

under 


Reconciliation of Carrying Value 

Land 

Buildings 

Infrastructure 

Other 

Construction 

Total 


R 

R 

R 

R 

R 

R 

Carrying Values at 1 July 2009 

13 091 144 

27 827 898 

3 163 643 

3 155 424 

185 218 

47 423 326 

Cost 

15 264 309 

28 128 266 

3 292 815 

5 463 396 

185 218 

52 334 003 

Accumulated depreciation 

(2 173 165) 

(300 368) 

(129 172) 

(2 307 972) 

- 

(4 910 677) 

Acquisitions 

5 985 190 


3 015 758 

1 506 253 


10 507 201 

Capital assets under construction 





884 753 

884 753 


Impairment 

(981 267) 

(25 181) 



(1 006 448) 

Depreciation 

(1 054 408) 

(300 367) 

(118 878) 

(690 590) 

(2 164 243) 

Carrying Values at 30 June 2010 

17 040 659 

27 502 350 

6 060 523 

3 971 086 

1 069 971 55 644 589 

Cost 

20 268 232 

28 103 085 

6 308 573 

6 969 649 

1 069 971 62 719 510 

Accumulated depreciation 

(3 227 573) 

(600 735) 

(248 050) 

(2 998 563) 

- (7 074 921) 
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NONGOMA MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 

8. PROPERTY, PLANT AND EQUIPMENT (Continued) 


Reconciliation of property, plant and equipment at 30 June 2009 


Reconciliation of Carrying Value 

Land 

Buildings 

Infrastructure 

Other 

Assets 

under 

Construction 

Total 


R 

R 

R 

R 

R 

R 

Carrying Values at 1 July 2008 

3 728 836 

28 128 266 

530 144 

13 462 553 

41 039 

45 890 838 

Cost 

5 153 975 

28 128 266 

636 069 

19 172 817 

41 039 

53 132 165 

Cost as previously reported 

5 153 975 

17 600 054 

636 069 

18 681 006 

41 039 

42 112 142 

Transfer to intangible assets (Note 9) 




(47 010) 


(47 010) 

Assets not previously recognised 


10 528 212 


538 821 


1 1 067 033 

Accumulated depreciation 

(1 425 139) 


(105 924) 

(5 710 264) 


(7 241 328) 

Accumulated depreciation as previously reported 






(5 948 432) 

Reversal of accumulated depreciation 






5 948 432 

Accumulated depreciation as a result of unbundling of assets 

(1 425 139) 


(105 924) 

(5 714 751) 


(7 245 815) 

Transfer to intangible assets (Note 9) 




4 487 


4 487 

Acquisitions 

10 110 334 


2 656 746 

193 518 


12 960 598 

Capital assets under construction 





144 178 

144 178 

Depreciation 

(748 026) 

(300 368) 

(23 248) 

(949 486) 


(2 021 128) 

Carrying value of disposals 




(9 551 162) 


(9 551 162) 

Cost 




(13 902 939) 


(13 902 939) 

Accumulated depreciation 




4 351 778 


4 351 778 

Carrying Values at 30 June 2009 

13 091 144 

27 827 898 

3 163 643 

3 155 424 

185 217 

47 423 326 

Cost 

15 264 309 

28 128 266 

3 292 815 

5 463 396 

185 217 

52 334 003 

Accumulated depreciation 

(2 173 165) 

(300 368) 

(129 172) 

(2 307 972) 

- 

(4 910 677) 
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NONGOMA MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 


8. PROPERTY, PLANT AND EQUIPMENT (Continued) 

Assets under construction 


2010 2009 



R 

R 

Bambelentulo creche 

123 244 

40 228 

Msebe creche 

114 100 

- 

Sonkomose landfill 

133 209 

- 

Ward 10 creche 

122 339 

- 

Ward 15 community hall 

98 571 

- 

Ward 18 creche 

98 532 

- 

Sibonelo community hall 

64 888 

- 


129 871 

103 951 

884 754 

144 179 
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NONGOMA MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 

9. INTANGIBLE ASSETS 

2010 2009 

R R 

Carrying value 24 535 33 529 


COST 47 010 47 010 


Cost as previously reported 

47 010 


- 

Transfer from property, plant and equipment 

- 


47 010 

Accumulated amortisation 

(22 475) 

(13 481) 

Accumulated amortisation as previously 
reported 

Transfer from property, plant and equipment 
(Note 8) 

(13481) 


(4 487) 

Amortisation 

(8 994) 


(8 994) 


10. CONSUMER DEBTORS 


Rates 

4 194 717 

2 977 826 

Refuse 

3 274 920 

2 80 165 

Market stalls 

- 

973 171 

Billboards and office rental 

55 707 

62 034 

Service fee 

285 827 

278 882 

Grazing 

9 181 

9 181 

Total service debtors 

7 820 352 

7 131 259 

Less: Provision for bad debts 

(3 324 632) 

(1 512 447) 


4 495 720 

5 618 812 

Rates: Ageing 

Current (0 - 30 days) 

1 371 253 

59 001 

31-60 days 

172 378 

181 794 

61-90 days 

295 614 

44 269 

91-120 days 

149 706 

43 219 

Greater than 120 days 

2 205 766 

2 649 543 

Total 

4 194 717 

2 977 826 

Refuse: Ageing 

Current (0 - 30 days) 

38 161 

67 569 

31-60 days 

52 382 

48 405 

61-90 days 

49 383 

45 974 

91-120 days 

47 966 

45 406 

Greater than 120 days 

3 087 028 

2 622 811 

Total 

3 274 920 

2 830 165 
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NONGOMA MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 


11 OTHER DEBTORS 


2010 2009 

R R 


Sundry Debtors 
IDP Grant 
LED Grant 

HR Systems and Procedures 
Comhousing Company 
MAYE/Dabhasi Project 
Basic Bookkeeping 
Hand Craft Development 
Zululand District Municipality 
Unallocated Receipts 
PAYE 

Councillors (Unpaid Pension Contributions) 
Prepaid Subscriptions 


1 696 217 

13 680 

- 

532 090 

- 

24 635 

- 

23 378 

75 400 

- 

- 

8 

- 

15 

- 

2 052 

( 170 254) 

( 196 494) 

- 

628 519 

687 735 

525 239 

2 289 098 

1 553 122 

126 230 

62 251 

2 415 328 

1 615 373 


Reconciliation of the doubtful debt provision 

Balance at beginning of the year 1 512 447 1 272 852 

Contributions to provision 1 812 186 239 595 

Doubtful debts written off against provision 

Reversal of provision ^ - 

Balance at end of year 3 324 633 1 512 447 


12 VAT ASSET / (LIABILITY) 5 221 094 3 210 748 

VAT is claimable on the payments basis and 
payable on the receipts basis. 

13 PROPERTY RATES 


Property Rates 

3 593 778 

1 052 987 

Rates Clearance Certificates 

257 

680 


3 594 035 

1 053 667 

INTEREST INCOME 

Interest on investments 

265 617 

- 

Penalty Interest - Rates 

390 933 

233 603 


656 550 

233 603 


112 



NONGOMA MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 


2010 

R 

15 GOVERNMENT GRANTS AND SUBSIDIES 


Equitable share 40 424 131 

Tourism Grant 25 981 

Finance Management 282 534 

MIG 11 496 130 

Property Rates 1 0 227 

Public Participation 453 455 

GRAP/GAMAP Conversion 351 120 

LUMS 709 545 

MSIG 1 433 648 

55 186 771 


Equitable share 

Balance unspent at beginning of year 

Current year receipts 40 424 131 

Conditions met - transferred to revenue (40 424 131) 

Conditions still to be met 


Library Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Adjustments 

Conditions still to be met-transferred to liabilities (note 5) 

CDW Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Adjustments 

Conditions still to be met-transferred to liabilities (note 5) 


Integrated Development Plan (IDP) 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Adjustments 

Conditions still to be met-transferred to liabilities (note 5) 


Tourism Grant 

Balance unspent at beginning of year 59 429 

Current year receipts 30 000 

Conditions met - transferred to revenue (25 981 ) 

Adjustments (63 448) 


Conditions still to be met-transferred to liabilities (note 5) 


(532 090) 

532 090 


87 

(87) 


192 950 

(192 950) 


2009 

R 

30 353 101 

12 513 447 


42 866 548 


30 353 101 
(30 353 101) 


114 050 
78 900 


192 950 


87 


87 


(532 090) 


(532 090) 


59 429 


59 429 
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NONGOMA MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 


L5. 50VERNMENT GRANTS AND SUBSIDIES 

Finance Management (FMG) 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Adjustments 

Conditions still to be met-transferred to liabilities (note 5) 

Municipal Integrated Grant (MIG) 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Adjustments 

Conditions still to be met-transferred to liabilities (note 5) 

Property Rates Act and Valuation Roll (PR A) 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Adjustments 

Conditions still to be met-transferred to liabilities (note 5) 

G/S 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Adjustments 

Conditions still to be met-transferred to liabilities (note 5) 

Interdependent Monitoring 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Adjustments 

Conditions still to be met-transferred to liabilities (note 5) 

Performance Management System (PMS) 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Adjustments 

Conditions still to be met-transferred to liabilities (note 5) 


2010 

R 


1 506 818 
750 000 
(282 5340 
(1 506 818) 
467 466 


5 412 060 
14 989 000 
(11 496 130) 
(5 412 060) 
3 492 870 


217 859 


(217 859) 


359 


(359) 


100 000 


(100 000 ) 


45 348 


(45 348) 


2009 

R 


1 123 834 
500 000 
(117016) 


1 506 818 


6 405 152 
1 1 064 000 
(12 057 092) 


5 412 060 


217 859 


217 859 


359 


359 


100 000 


100 000 


45 348 


45 348 
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2010 2009 

R R 

15 GOVERNMENT GRANTS AND SUBSIDIES 
Property Rates 

Balance unspent at beginning of year 147 750 147 750 

Current year receipts 

Conditions met-transferred to revenue (10 227) 

Adjustments (137 523) 

Conditions still to be met-transferred to liabilities(note 5) - 147 750 


Integrated Development Plan(IDP) 

Balance unspent beginning of year 90 639 90 639 

Current year receipts 

Conditions met-transferred to revenue 

Adjustment (90 639) 

Conditions still met-transferred to revenue(note 5) - 90 639 


Electricity Capacity 

Balance unspent beginning of year 100 000 100 000 

Current year receipts 

Conditions met-transferred to revenue 

Adjustment (100 000) 

Conditions still met-transferred to revenue(note 5) - 100 000 


Local Economic Development (LED) 

Balance unspent beginning of year (24 635) (24 635) 

Current year receipts 

Conditions met-transferred to revenue 

Adjustment 24 635 

Conditions still met-transferred to revenue(note 5) - (24 635) 


Housing Holinyoka 

Balance unspent beginning of year (840 080) (840 080) 

Current year receipts 

Conditions met-transferred to revenue 

Adjustment 840 080 

Conditions still met-transferred to revenue(note 5) - (840 080) 


Housing Buxedene 

Balance unspent beginning of year (712 860) (712 860) 

Current year receipts 

Conditions met-transferred to revenue 

Adjustment 712 860 

Conditions still met-transferred to revenue(note 5) - (712 860) 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
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2010 

R 


15 GOVERNMENT GRANTS AND SUBSIDIES 
Project Consolidate - Other 

Balance unspent beginning of year (134 000) 

Current year receipts 

Conditions met-transf erred to revenue 

Adjustment 1 34 000 

Conditions still met-transferred to revenue(note 5) 2. 


MPPCB 

Balance unspent at beginning of year 391 500 

Current year receipts 

Conditions met - transferred to revenue 

Adjustments (391 500) 

Conditions still to be met-transferred to liabilities (note 5) ^ 


Housing Section Plan 

Balance unspent at beginning of year 4 950 

Current year receipts 

Conditions met - transferred to revenue 

Adjustments ( 4 950) 

Conditions still to be met-transferred to liabilities (note 5) ^ 


Prep Funding 

Balance unspent at beginning of year 30 180 

Current year receipts 

Conditions met - transferred to revenue 

Adjustment ( 30 180) 

Conditions still to be met-transferred to liabilities (note 5) ^ 


HR Systems and Procedures 

Balance unspent at beginning of year (23 378) 

Current year receipts 

Conditions met - transferred to revenue 

Adjustments 23 378 

Conditions still to be met-transferred to liabilities (note 5) ^ 


Basic Bookkeeping 

Balance unspent at beginning of year ( 8) 

Current year receipts 

Conditions met - transferred to revenue 

Adjustment 8 

Conditions still to be met-transferred to liabilities (note 5) ^ 


2009 

R 


(134 000) 


(134 000) 


391 500 


391 500 


4 950 


4 950 


45 000 
240 000 
(254 820) 

30 180 


(23 378) 


(23 378) 

100 000 
(100 008) 

m. 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2010 


15 


GOVERNMENT GRANTS AND SUBSIDIES 
Internal Controls 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Adjustments 

Conditions still to be met-transferred to liabilities (note 5) 

Public Participation 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Adjustment 

Conditions still to be met-transferred to liabilities (note 5) 

Construction of Roads 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Adjustments 

Conditions still to be met-transferred to liabilities (note 5) 

Hand Craft Development 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Adjustments 

Conditions still to be met-transferred to liabilities (note 5) 

MIIP 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Adjustments 

Conditions still to be met-transferred to liabilities (note 5) 

GRAP / GAMAP Conversion 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Adjustments 

Conditions still to be met-transferred to liabilities (note 5) 


2010 

R 


150 000 

(150 000) 


87 918 

( 453 455) 
365 537 


2 000 000 

(2 000 000 ) 


(15) 

15 


183 220 

(183 220) 


300 000 

(351 120) 
51 120 


2009 

R 

150 000 


150 000 

157 818 
69 900 

87 918 

2 000 000 


2 000 000 

24 925 
(24 940) 

(15) 

183 220 


183 220 


300 000 

300 000 


117 



NONGOMA MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS 

FOR THE YEAR ENDED 30 JUNE 2010 


2010 

R 

15 GOVERNMENT GRANTS AND SUBSIDIES 

Debt Collection Strategy 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 
Adjustments 

Conditions still to be met-transferred to liabilities (note 5) 

Land Use Management System (LUMS) 

Balance unspent at beginning of year 
Current year receipts 
Conditions met - transferred to revenue 
Adjustments 

Conditions still to be met-transferred to liabilities (note 5) 


Municipal Systems Improvement Grant (MIG) 

Balance unspent at beginning of year 819 266 

Current year receipts 735 000 

Conditions met - transferred to revenue (1 433 648) 

Adjustments 27 185 

Conditions still to be met-transferred to liabilities (note 5) 147 803 


Zululand District Municipality 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Adjustments 

Conditions still to be met-transferred to liabilities (note 5) 

Institutional Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Adjustments 

Conditions still to be met-transferred to liabilities (note 5) 


Management Assistance Programme 

Balance unspent at beginning of year 1 185 489 

Current year receipts 

Conditions met - transferred to revenue 

Adjustment (1 185 489) 

Conditions still to be met-transferred to liabilities (note 5) ^ 


185 


(2 052) 

2 052 


250 000 

(709 545) 
459 545 


100 000 

(100 000) 


2009 

R 


100 000 


100 000 


250 000 


250 000 


564 494 
735 000 

(480 228) 

819 266 


80 000 
(82 052) 


(2 052) 


185 


185 


1 185 489 


1 185 489 
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2010 

R 


15 GOVERNMENT GRANTS AND SUBSIDIES 
Local Economic Development (LED) 

Balance unspent at beginning of year 15 049 

Current year receipts 

Conditions met - transferred to revenue 

Adjustment (15 049) 

Conditions still to be met-transferred to liabilities (note 5) 2. 


Management Assistance Programme (MAP) 

Balance unspent at beginning of year 

Current year receipts 200 000 

Conditions met - transferred to revenue ^ 

Conditions still to be met-transferred to liabilities (note 5) 200 000 


16 OTHER INCOME 

Lost books 906 

Sundry income 994 822 

Miscellaneous income 254 062 

Zululand District Municipality Grant 60 323 

Market stall rentals 120 130 

Burial fees 

Plan fees 12 433 


1 442 676 


17 EMPLOYEE RELATED COSTS 


2010 

R 


Employee related costs : Salaries and Wages 12 183 358 

Contributions to UIF, Pension and Medical Aid 3 375 825 

Travel, accommodation and subsistence 1 009 732 

Housing benefit and allowances 49 238 

Leave 

Overtime payments 521 544 

Performance bonuses 646 212 

Total Employee Related Costs 17 785 909 


There were no advances and loans issued to employees 


2009 

R 


15 049 


15 049 


672 
176 737 
266 304 
35 164 
114 048 
300 
15 361 
608 586 


2009 

R 

10 870 242 
2 625 368 
838 391 
27 860 

254 776 
547 173 

15 163 810 
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17 EMPLOYEE RELATED COSTS 



2010 

2009 

Included in employee related costs are the following: 

R 

R 

Remuneration of the Municipal Manager 

Annual remuneration 

389 655 

675 205 

Performance bonuses 

- 

9 364 

Car allowance 

114 681 

163 024 

Contribution to UIF, Medical and Pension Fund 

129 675 

177 180 

= 

634 011 

1 024 773 

Remuneration of the Chief Financial Officer 

Consulting remuneration 

506 223 

- 

Annual remuneration 

1 1 1 525 

583 022 

Performance bonuses 

- 

- 

Travel, accommodation and subsistence 

240 871 

24 000 

Contribution to UIF, Medical and Pension Fund 

39 246 

133 292 


897 865 

740 314 


Executive Management Remuneration 

Executive Director: Technical Services 
Annual remuneration 
Performance bonuses 
Travel, accommodation and subsistence 
Contributions to UIF, Medical and Pension Funds 


403 508 

87 641 
104 853 

596 002 


373 799 

47 850 
141 441 

563 090 


Executive Director: Corporate Services 
Annual remuneration 
Performance bonuses 
Travel, accommodation and subsistence 
Contributions to UIF, Medical and Pension Funds 


477 956 

122 467 
121 578 

722 001 


549 258 

81 467 
124 277 

755 002 


Executive Director: Community Services 
Annual remuneration 
Performance bonuses 
Travel, accommodation and subsistence 
Contributions to UIF, Medical and Pension Funds 


477 956 

93 824 
113518 
685 298 


549 565 

107 036 
103 654 
760 255 
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17 EMPLOYEE RELATED COSTS 



2010 

2009 


R 

R 

Executive Director: Plannina Services 

Annual remuneration 

477 956 

550 204 

Performance bonuses 

- 

- 

Travel, accommodation and subsistence 

94 154 

107 036 

Contributions to UIF, Medical and Pension Funds 

137 069 

124 277 


709 179 

781 517 

Executive Director: Protection Services 

Annual remuneration 

477 956 

520 182 

Performance bonuses 

65 172 

- 

Travel, accommodation and subsistence 

153 214 

137 462 

Contributions to UIF, Medical and Pension Funds 

106 871 

92 418 


803 213 

750 062 

COUNCILLORS REMUNERATION 

Mayor's allowance 

268 156 

282 909 

Deputy Mayor's allowance 

118 636 

221 144 

Speaker's allowance 

392 320 

399 260 

Executive committee allowances 

979 888 

831 760 

Ordinary Councillors 

5 827 989 

5 440 464 

Medical aid. Pension and UIF contributions 

500 508 

- 


8 087 497 

7 175 537 


In-kind Benefits 

The Speaker is full time whilst the Mayor is part-time. 
Each is provided with an office and secretarial support at 
the cost to the Council. 


The Mayor has use of the Council owned vehicle for 
official duties. The Speaker has two full-time bodyguards 
and the Mayor has three full-time and two hired body- 
guards and two full-time drivers. 
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FOR THE YEAR ENDED 30 JUNE 2010 


19 GENERAL EXPENSES 


2010 

R 


Advertising & Recruitment 

448 601 

Uniforms and Clothing 

219 003 

Bank Charges 

169 785 

Cleaning 

571 589 

J S B Levies 

- 

Ward Committee 

84 528 

Catering and Refreshments 

259 129 

Conference & Seminars 

184 755 

Insurance 

460 918 

Legal Expenses 

356 317 

Stores & Materials 

8 696 

Professional Fees 

3 805 966 

Printing and Stationery 

435 317 

Small Tools 

207 503 

Leave Reserve 

315617 

Security 

1 692 200 

Subsistence & Transport 

516 789 

Teas & Cleaning 

255 632 

Telephone 

336 204 

Transport 

62 157 

Training 

98 292 

Pauper Burial 

- 

Sports 

164 932 

Software & Licences 

35 423 

Subscription 

149 121 

Tourism 

26 215 

Fuel 

233 884 

Mayoral Relief Fund 

- 

Contractors 

- 

Rentals 

447 532 

Water and Electricity 

259 640 

Neighbourhood Development 

8 566 

Workmen's Compensation Assurance 

493 378 

HIV Aids 

175 240 

Public Participation 

476 189 

MSIP Grants 

554 442 


13 513 560 


Finance Costs 


Instalment sales agreements 

91 215 

Interest on bank overdraft 

7 114 

Penalty Interest: non- payment of Pension Fund 


Contributions 

159 403 

WCA Interest and Penalties 

212 518 


470 250 


2009 

R 

83 055 
71 433 
142 385 
350 812 
301 993 

29 398 
1 321 
403 456 
355 822 
46 910 
1 128 658 
375 944 
81 872 

713 803 
448 668 
286 298 
315 494 
100 618 
123 473 
10010 
1 500 
57 252 
159 618 
149 995 
267 028 
35 000 
812 347 
246 244 
241 836 


7 342 242 


174 452 
34 653 

156 040 


365 145 
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21 CASH GENERATED BY OPERATIONS 


2010 2009 

R R 


Surplus for the year 
Adjustment for:- 

Depreciation: Property, plant and equipment 

Amortisation 

Bad debts written-off 

Impairment of fixed assets 

Loss on transfer of assets 

Loss on disposal of assets 

Investment income 

Finance costs 

Transfer of assets - write off 


9 358 781 

767 417 

2 164 243 

2 021 128 

8 994 

8 994 

3 548 828 

937 831 

1 006 448 

- 

- 

9 305 907 

- 

179 696 

( 656 550) 

( 233 603) 

470 250 

365 145 

- 

( 1 174 731) 

136 431 

( 584 877) 


16 037 425 11 592 907 


Leave provision 

Operating surplus before working capital changes 


(6 727 180) 4 973 733 


lncrease/(decrease) in trade payables 

( 3 501 495) 


690 783 

(lncrease)/decrease in inventories 

- 


191 703 

(lncrease)/decrease in trade receivables 

( 3 225 685) 


4 091 247 

Cash generated by/(utilised in) operations 

9 310 245 

16 566 640 


22 CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 


Cash and cash equivalents included in the cash flow 
statement comprise the following statement of amounts 
indicating financial position: 


Cash and cash equivalents include the following bank 
accounts: 


Business Fixed Maturity Notice 

549 538 

516 276 

Cheque Account 

- 

59 025 

Call Account 

7 333 044 

2 057 

Bursary Fund 

- 

- 

Absa Account 

297 385 

308 904 

Provincial Grant 

132 328 

483 809 

Bank Licensing 

660 851 

58 367 

Bank Infrastructure MIG) 

200 619 

77 519 

Primary Account 

260 094 

(2 100 597) 


9 433 859 (594 640) 
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NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
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23 CORRECTION OF ERROR 

The comparatives for 2009/2010 have been restated in respect of the following 
errors: 

23.1 Errors arising in the accounting for fixed assets. 

Fixed assets at cost or carrying value as previously reported 

2008 additions not recognised 
Transfer to intangible assets 
Additions 2009 

Capital under construction 2009 
Disposals 2009 

Restated Balance at 30 June 2009 - Note 9 

Accumulated depreciation previously reported 

Identification of new asset and assets previously not depreciated 
Disposals 

Depreciation for the year 2009 

Restated balance at 30 June 2009 - Note 9 

23.2 Errors in accounting for intangible assets 

Intangible assets at cost or carrying value as previously reported 

Recognition of intangible assets incorrectly classified as PPE 

Restated balance at 30 June 2009 - Note 10 

Accumulated amortisation previously reported 

Amortisation 2008 
Amortisation 2009 

Restated balance at 30 June 2009 - Note 10 

Errors in Accounting for creditors 

Creditors as previously reported 

Adjustment to leave pay provision 

Creditor for non payment of pension fund contributions 

Re-allocation of debtors with credit balances 

Unallocated receipts transferred to debtors 

Restated balance as at 30 June 2009 

Errors in Accounting for Unspent Grants 

Unspent Grants as previously reported 
Adjustment to MIG balance 
Adjustment to MSIG balance 
Adjustment to Basic Bookkeeping balance 
Adjustment to Public Participation balance 
Adjustment to Prep Funding balance 
Adjustment to ZDM Grant balance 
Reflected as other debtors 
Restated balance as at 30 June 2009 


42 112 143 

1 1 067 033 
( 47 010) 

12 960 598 
144 178 

( 13 902 939) 
52 334 003 


( 5 948 432) 

( 1 292 895) 
4 351 778 
(2 021 128) 

( 4 910 677) 


47 010 

47 010 


( 4 487) 
( 8 994) 

( 13 481) 


(3 818 455) 
588 073 
(1 700 851) 
( 664 650) 
196 494 
( 5 399 389) 


( 1 1 054 432) 
( 3 975) 
( 43 320) 
11 088 
( 24 960) 
( 1 1 500) 
5 164 
( 582 178) 
( 11 704 112) 


124 



NONGOMA MUNICIPALITY 
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23 CORRECTION OF ERROR 


Errors in Accounting for Current Assets 

Current assets as previously reported 9 300 592 

Increase in the provision for doubtful trade debtors ( 239 595) 

Re-allocation of debtors with credit balances 664 650 

Provision for doubtful land sale debtor ( 267 571) 

Prepaid expense for services rendered 62 251 

Debtor raised for over payment of invoice 1 3 680 

Re-allocation of unspent grants with debit balances 582 178 

Debtor raised for councillors portion of pension fund contributions no paid 525 247 

Re - Allocation of Unallocated Receipts ( 196 491) 

Restated balance as at 30 June 2009 10 444 941 


Errors in Accounting for Post Retirement Medical Aid Benefits 

Provision for post retirement medical aid benefits as previously reported 

Provision for post retirement medical aid benefits 2 197 000 

Restated balance as at 30 June 2009 (refer note 28) 2 197 000 


Restatement of the prior year surplus as previously reported 

Surplus for the year as previously reported 3 082 233 


Adjustments made for: 

Loss on Transfer of assets to ZDM at no cost 

Loss on disposal of assets 

Bad debts in respect of 2008 

Increase in debt impairment provision 

Creation of provision for doubtful debts land sale debtor 

Prepaid expense 

FMG Grant overstatement of expenses 

Adjustment to bring MSIG Grant in line with actual receipts and payments 

Basic Bookkeeping grant expenditure not transferred to revenue 

Public participation overstatement of expenses 

Provincial grant overstatement of expenses 

ZDM Grant expenditure not transferred to revenue 

Adjustment to leave pay provision 

Municipality portion of councillors pension fund contributions not paid 

Finance charges on municipality portion of councillors pension fund contributions not 
paid 

Capital expenditure reflected as expenses 
Capital expenditure reflected as expenses 
Incorrect accounting on vehicle instalments 
Depreciation 2009 

Depreciation 2009 previously recorded 
Amortisation 2009 

Change in government grant reserve 
Provision for post retirement medical aid benefits 

Surplus for the year 2009 as restated 


( 2 314 816) 

(9 305 907) 
(179 696) 
(159 911) 
(239 595) 
(267 571) 
62 251 
(3 975) 
(29 640) 
11 088 
(24 960) 
(11 500) 
5 165 
588 073 
(658 936) 

(70 092) 

1 1 572 286 
122 862 
432 347 
206 711 
(2 021 128) 
(8 994) 
(136 694) 
(2 197 000) 
767 417 
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23 CORRECTION OF ERROR 
Prior year Adjustments 

Construction of road expenditure financed from grant 
Write off - Unspent grants with debit balances 
Sewerage transferred to District Municipality 

Uncleared reconciling items on main bank account relating to prior years 

Other appropriations 

Computer equipment expensed 

MIG expenditure expensed 

Amount recoverable from contractor 

Conditional grants condoned 

Leave encashed 

Being Entry already accounted for in the prior year 
Expense Incorrectly Capitalised in the prior year 
Finance charges incorrectly written off on initial recording of ISA 
Vat Input Incorrectly accounted for vehicle instalments 
Correction of grant balances 


2 000 000 
(580 119) 
14 775 
( 492 394) 
722 129 
145 265 
1 129 747 
75 400 
8 845 510 
10 852 
(159 911) 
(40 203) 
91 215 
59 621 
(1 554 290) 
10 267 596 
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24 ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 

2009 
R 


2010 

R 


AUDIT FEES 

Amount paid - Current year 1 102 121 739 085 


VAT 

VAT input receivables and VAT output payables are 
shown in note 9. All VAT returns have been submitted by 
the due date throughout the year. 

PAYE and UIF 

Opening balance 
Amount written off - current year 
Current year payroll deductions 
Amount paid - current year 

Balance unpaid (included in payables) 


628 519 628 519 

( 628 519) 

2 593 817 2 467 330 

(2 593 817) ( 2 467 330) 

628 519 


Pension and Medical Aid Deductions 

Opening balance 1 254 267 1 254 267 

Amount accrued current year including finance charges 6 106 087 3 972 625 

Amount paid - current year ( 5 354 518) ( 3 972 625) 

Balance unpaid (included in payables) 2 005 836 1 254 267 


25 CAPITAL COMMITMENTS 

Commitments in respect of capital expenditure: 


MIG Projects 

17 351 000 

15 579 000 

Vehicles 

2 705 000 

1 976 880 

Computer Equipment 

353 500 

309 328 

Plant & Equipment 

3 300 000 

308 300 

Partnership 

15 000 000 

1 500 000 

Roll over from previous years 

6016416 

10 726 126 

TOTAL COMMITMENTS 

44 725 916 

30 399 634 

- Approved and contracted for: 

10016416 

10 726 126 

- Not contracted for 

34 709 500 

19 673 508 


44 725 916 

30 399 634 

Operating Leases 

At the reporting date the council has outstanding commitments under operating leases which fall due 
as follows: 

Due Within 1 year 

319 208 

12 000 

Due within 2-5 years 

934 346 

48 000 

Due greater than 5 year 

- 

- 

Total 

1 253 554 

60 000 
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26 Operating Leases 

Operating lease payments represent rentals payable by the municipality for certain of its office 
equipment. Leases are negotiated for an average term of five years and rentals are fixed for the term 
of the lease. No contingent rent is payable. 

27 Post Retirement Benefits 
Post-retirement pension benefits 

Certain employees contribute to the Natal Joint Superannuation, Retirement and Provident Funds 
(NJMPF). Employees of Nongoma Municipality made up less than 1% of the total members of the 
NJMPF. Nongoma's liability in these funds could not be determined owing mainly to the assets not 
being allocated to each employer and one set of financials being compiled for each fund and not for 
each employer. The interim valuations as at 31 March 2009 were conducted by Arthur Els and 
Associates. 

The latest interim valuation of the NJMP Retirement Fund (defined contribution) as at 31 March 2009 
reflected a fund deficit of R214.2 million. The total contribution rate payable, including a surcharge of 
17% of pensionable salaries is required for 5 years after June 2010 to return the funding level to 
100%. 

The latest interim valuation of the NJMP Provident Fund (defined contribution) as at 31 March 2009 
concluded that the Memorandum Account in respect of pensioners was fully funded and reflected a 
small deficit of R29.9 million in respect of active members which will be met by the surcharge of 7% of 
pensionable salaries. 

The latest interim valuation of the NJMP Superannuation Fund (defined contribution) as at 31 March 
2009 reflected a deficit of R13.9 million however the fund was in a sound financial position. 


The valuation on the post employment health care benefits is in the process of being completed. 
Post-retirement medicai benefits 

The municipality operates on 4 accredited medical aid schemes, namely KeyFlealth, LA Flealth, 
Bonitas and GenHealth 

Pensioners continue on the option they belonged to on the day of their retirement. The independent 
valuers, Alexander Forbes Health (Pty) Ltd, carry out a statutory valuation on an annual basis. 

An actuarial valuation was carried out on 30 June 2010 and the full liability has been raised which 
relates to 

retired employees and existing employees. The principal actual assumptions used are as follows: 



2010 

2009 

Discount rate per annum 

9% 

10% 

Health care cost inflation rate 

8% 

8% 

Benchmark inflation (equal to salary inflation) 

7% 

8% 

Average retirement age 

65 

65 

Membership Discontinued at Retirement or Death in Service 

15% 

15% 
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27 Post-retirement medical benefits 


2010 2009 

R R 

The amounts recognised in the Statement of Financial 
Position were determined as being the present value of 

the obligation: 2 772 000 2 197 000 


Accrued liability at 30 June 2010 is as follows: 


Balance at beginning of the year 
Current service cost 
Interest cost 
Benefit payments 
Actuarial (gains)/losses 
Accrued liability at 30 June 2010 
Short term portion of accrued liability 
Long term portion of accrued liability 


2 197 000 
386 000 
208 000 
( 17 000) 

( 2 000 ) ^ 

2 772 000 2 197 000 

( 17 000) 

2 755 000 2 197 000 


The amounts recognised in the Statement of Financial 
Performance were as follows: 


Current service cost 386 000 

Interest cost 208 000 

Benefit payments ( 1 7 000) 

Actuarial (gains)/losses ( 2 000) 

Total, included in employee benefits expense 575 000 


Corresponding detailed information is not available as the Post Retirement Medical Benefit was 
valued for the first time in the in the current financial year 


28 Contingent Liabilities 

The Municipality is being sued by the previous Municipal Manager for unfare discipline. Council is 
contesting the claim based on legal advice. A court date has not yet been set. The contingent 
liability cannot be valued at this stage. 


Eskom has reduced their claim against the municipality as reported in prior years from roughly R8 
million to R5.4million in the current year. 

Farmtrack is claiming an estimated amount of R68,000 for storage of a tractor on their premises. 
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29 RISK MANAGEMENT 
Maximum credit risk exposure 

Credit risk consists mainly of cash deposits, cash equivalents and trade debtors. The municipality 
only deposits cash with major banks with high quality credit standing and limits exposure to any one 
counter-party. Trade receivables comprise a widespread customer base. Management evaluates 
credit risk relating to customers on an ongoing basis. Management assesses the credit quality of the 
customer, taking into account its financial position, past experience and other factors. 

Liquidity risk 

The municipality’s risk to liquidity is a result of the funds available to cover future commitments. The 
municipality manages liquidity risk through an ongoing review of future commitments and credit 
facilities. 

Interest rate risk 

As the municipality has no significant interest-bearing assets, the municipality’s income and operating 
cash flows are substantially independent of changes in market interest rates. 

At year end, financial instruments exposed to interest rate risk were as follows: 

- Notice deposits 

- Bank overdraft 

30 COMPARISON WITH THE BUDGET 

The comparison of the Municipality’s actual financial performance with that budgeted is set out in 
Appendix D 

UNAUTHORISED, IRREGULAR, FRUITLESS AND 

31 WASTEFUL EXPENDITURE DISALLOWED 

2010 2009 

R R 

31.1 Fruitless and wasteful expenditure 

Reconciliation of fruitless and wasteful expenditure 
Opening balance - 

Fruitless and wasteful expenditure current year 159 402 

Condoned or written off by Council 

To be recovered - contingent asset - ^ 

Fruitless and wasteful expenditure awaiting condonement 159 402 ^ 


Incident 

Interest was charged on arrear pension fund contributions 
following a resolution by the Councillors no to contribute 
to the Pension Fund. 

No disciplinary/criminal proceedings have been taken in 
this regard. 
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2010 

R 

31.2 Irregular expenditure 

Reconciliation of irregular expenditure 
Opening balance 

Irregular expenditure current year 32 586 

Condoned or written off by Council 

Transfer to receivables for recovery - not condoned - 

Irregular expenditure awaiting condonement 32 586 


Incident 

Performance bonus paid to Protection Services Director. 

No disciplinary/criminal proceedings have been taken in 
this regard. 


2009 

R 
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SCHEDULE OF EXTERNAL LOANS AND INTERNAL ADVANCES 
FOR THE YEAR ENDED 30 JUNE 2010 

APPENDIX A 



Interest 

Rate 

Repayment 

Date 

Balance at 
30/06/2009 

Received 

During the 
Year 

Redeemed 

During the 
Year 

Adjustments 

Balance at 
30/6/2010 




R 

R 

R 

R 

R 

OTHER LOANS 








Wesbank - Motor Grader Deal No FBK047/0004H 

14.5% 

01 February 2012 

911 884 

- 

( 424 357) 

76 349 

563 876 

Wesbank - Nissan X 2 Deal No FBK047/0002K 

14.5% 

01 February 2012 

93 241 

- 

( 69 332) 

33 747 

57 656 

Wesbank - RAV 4 Deal No FBK047/0003J 

14.5% 

01 February 2012 

228 780 

- 

( 53 563) 

( 33 747) 

141 470 




1 233 905 

- 

( 547 252) 

76 349 

763 002 
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APPENDIX B - 1 



COST/VALUATION 


ACCUMULATED DEPRECIATION 

Asset Class 

Opening 

Balance 

Additions 

Under 

Construction 

Impairment 

Closing 

Balance 


Opening 

Balance 

Additions 

Closing 

Balance 

Carrying 

Value 

Furniture and office equipment 
(other) 

1 089 066 

51 087 



1 140 153 


421 090 

154 195 

575 286 

564 867 

Transport assets (other) 

3 004 072 

598 848 



3 602 919 


1 209 603 

331 692 

1 541 295 

2 061 624 

Machinery and equipment (other) 

665 295 

351 817 



1 017 112 


413 907 

63 163 

477 070 

540 042 

Computer equipment (other) 

470 903 

504 502 



975 405 


205 745 

133 737 

339 482 

635 923 

Roads 

3 292 815 

3 015 758 



6 308 573 


129 172 

120 206 

249 378 

6 204 077 

Non residential dwellings land 

29 227 574 

5 985 189 


(981 267) 

34 231 496 


2 173 165 

1 056 654 

4 222 767 

31 303 918 

Assets under construction 

185 218 


884 753 


1 069 971 


- 

- 

- 

1 069 971 

Land 

5 153 975 

- 



5 153 975 


- 

- 

- 

5 153 975 

Cemeteries (other) 

234 060 

- 



234 060 


57 628 

7 802 

65 430 

168 630 

Dwellings (buildings) 

9 011 026 

_ 


(25 181) 

8 898 845 


300 368 

300 368 

625 916 

8 385 110 


52 334 004 

10 507 201 

884 753 

1006 448 

62 719 510 


4 910 678 

2 167 817 

8 096 624 

56 088 137 
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APPENDIX B - 2 


COST/VALUATION 


ACCUMULATED DEPRECIATION 

Department 

Opening 

Balance 

Additions 

Under 

Construction 

Impairment 

Closing 

Balance 


Opening 

Balance 

Additions 

Closing 

Balance 

Carrying 

Value 

Finance 

288 621 

95 485 



384 106 


145 064 

55 185 

200 250 

183 856 

Development Planning 

22 176 322 

6 959 340 


(981 267) 

29 135 662 


981 891 

853 403 

2 817 308 

26 318 354 

Protection Services 

3 809 909 

1 352 836 



5 162 745 


1 654 814 

472 605 

2 127 420 

3 035 325 

Human Resources 

30 789 

- 



30 789 


10 477 

3 902 

14 379 

16410 

Administration 

137 595 

16 986 



154 581 


51 410 

22 583 

73 993 

80 588 

Library Services 

978 469 

18216 



996 685 


151 464 

54 705 

206 170 

790 515 

Technical Services 

3 385 589 

2 295 382 

884 753 


6 565 725 


179 155 

132 763 

311 918 

6 253 807 

Tourism 

118 707 

- 



118 707 


36 206 

19 265 

55 471 

63 237 

Registry 

20 459 

1 010 



21 469 


11 855 

2 780 

14 634 

6 835 

Office of the Speaker 

30 836 

2 225 


(25 181) 

33 061 


4 286 

4 723 

9 008 

24 053 

Corporate Services 

21 356 706 

224 525 


21 581 231 


1 684 056 

545 903 

2 266 073 

19315 157 


52 334 002 

10 966 005 

884 753 

1 006 448 

64 184 761 


4 910 678 

2 167 817 

8 096 624 

56 088 137 
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APPENDIX C 



2010 

Actual 

Income 

R 

2010 

Actual 

expenditure 

R 

2010 

Surplus/ 

(deficit] 

R 


2009 

Actual 

Income 

R 

2009 

Actual 

expenditure 

R 

2009 

Surplus/ 

(deficit) 

R 

Administration 


7 920 003 

( 7 920 003) 



7 160 466 

( 7 160 466) 

Planning 

12 433 

2 633 483 

( 2 621 050) 


11 661 

2 369 557 

( 2 357 896) 

Management 

- 

3 930 238 

( 3 930 238) 


- 

3 170 401 

(3 170 401) 

Council 

- 

17 965 203 

( 17 965 203) 


- 

7 306 416 

(7 306 416) 

Finance 

60 866 693 

12 593 789 

48 272 904 


45 016 825 

20 843 188 

24 173 637 

Cemetery 

- 

- 

- 


- 

29 598 

( 29 598) 

Security 

- 

- 

- 


25 300 

116 309 

( 91 009) 

Traffic 

748 850 

2 027 646 

( 1 278 797) 


590 979 

1 678 566 

( 1 087 587) 

Roads 

- 

269 126 

( 269 126) 


- 

2 976 

( 2 976) 

Library 

906 

290 816 

( 289 910) 


672 

6 126 

( 5 454) 

Refuse 

450 817 

5 090 614 

( 4 639 797) 


572 197 

2 908 121 

( 2 335 923) 

Net surplus/ (deficit) 

62 079 699 

52 720 918 

9 358 781 


46 217 635 

45 591 724 

625 910 
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APPENDIX D 









Actual 








Actual 

Outcom 








Outcome 

e as % 




2009/2010 




as % of 

of 



2009/2010 

Revised 

Actual 

Unauthorised 


Final 

Original 

Explanation of significant variance greater 


Original Budget 

Budget 

Outcome 

Expenditure 

Variance 

Budget 

Budget 

than 10% versus Final Budget 

Income 

Government and Provincial grants and 
subsidies 

55 258 000 

58 606 000 

43 690 641 


(14 915 359) 

75% 

79% 

Due to some of MIG projects not implemented 

Rates 

3 261 497 

3 593 928 

3 594 035 


107 

100% 

110% 


Refuse 

632 400 

658 350 

450 817 


(207 533) 

68% 

71% 

Due to over-budgeting for the service 

Other Income 

3 698 062 

3 093 577 

2 194 686 


(898 891) 

71% 

59% 

Due to increase in licensing and rental revenue 

Interest Received 

210 800 

331 841 

656 550 


324 709 

198% 

311% 

Due to interest to efficient management of funds 

Total Income 

63 060 759 

66 283 696 

50 586 729 


(15 696 967) 

76% 

80% 


Expenditure 








Due to back-pay of arrear salaries and 

Salaries, wages and allowances 

23 069 399 

24 629 694 

25 971 940 

1 342 246 

1 342 246 

105% 

113% 

allowances. 

Finance Charges 

65 000 

221 072 

533 794 

312 722 

312 722 

241% 

821% 

Due to adjustment for arrear finance charges 

Due to excess provision for depreciation and 

General expenses - Other 

40 817 957 

39 243 612 

27 271 236 


(11 972 376) 

69% 

67% 

doubtful debts 

Total Expenditure 

63 952 355 

64 094 378 

53 776 970 


(10 317 408) 

84% 

84% 


Surplus/(Deficit) 

(891 597) 

2 189 318 

(3 190 241) 


(5 379 559) 

(146%) 

358% 


Transfers recognised - capital 

18 579 000 

18 579 000 

11 496 130 


(7 082 870) 

62% 

62% 

Due to some of MIG projects not implemented 

Surplus after capital transfers & 

and contributions 

17 687 403 

20 768 318 

8 305 889 


1 703 311 

40% 

47% 


Capital expenditure & funds sources 









Transfers recognised - capital funded by 
Grants 

18 579 000 

18 579 000 

14 762 640 


(3 816 360) 

79% 

79% 

Due to some of MIG projects not implemented 
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NONGOMA MUNICIPALITY 
DISCLOSURE OF GRANTS AND SUBSIDIES 
FOR THE YEAR ENDED 30 JUNE 2010 


APPENDIX E 



Unspent 




Unspent 



Did your 

Reason for 

Name of Grant 

portion 

Receipts 

Expenditure 

Expenditure 

portion 

Grants and 

Reason for 

municipality 
comply with 

non- 


2008/2009 

During 

during 

relating to 

2009/2010 

Subsidies 

delay 

the grant 
conditions in 

Compliance 


financial 

the year 

the year 

prior year 

financial 

delayed 

withholding 

terms 
of grant 



Statements 




statements 

/withheld 

of funds 

framework 
in the latest 
Division 
of Revenue 










Act 



R 

R 

R 

R 

R 





Library Grant 

192 950 



192 950 


No 

N/a 

Yes 

N/a 

CDW Grant 

87 



87 


No 

N/a 

Yes 

N/a 

Tourism Grant 

59 429 

30 000 

25 981 

63 448.00 


No 

N/a 

Yes 

N/a 

Finance Management 

1 506 818 

750 000 

282 534 

1 506 818 

467 466 

No 

N/a 

Yes 

N/a 

MIG 

5 412 060 

14 989 000 

11 496 130 

5 412 060 

3 492 870 

No 

N/a 

Yes 

N/a 

PRA and Valuation Roll Grant 

217 859 



217 859.00 


No 

N/a 

Yes 

N/a 

GIS 

358 



358 


No 

N/a 

Yes 

N/a 

Interdep Monitoring 

100 000 



100 000 


No 

N/a 

Yes 

N/a 

PMS 

45 348 



45 348 


No 

N/a 

Yes 

N/a 

Property Rates 

147 750 


10 227 

137 523 


No 

N/a 

Yes 

N/a 

IDP Grant 

90 639 



90 639 


No 

N/a 

Yes 

N/a 

Electricity Capacity Grant 

100 000 



100 000 


No 

N/a 

Yes 

N/a 

Housing Holinyoka 

(840 080) 



(840 080) 


No 

N/a 

Yes 

N/a 

Housing Buxedene 

(712 860) 



(712 860) 


No 

N/a 

Yes 

N/a 

Project Cons-other 

(134 000) 



(134 000) 


No 

N/a 

Yes 

N/a 
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NONGOMA MUNICIPALITY 
DISCLOSURE OF GRANTS AND SUBSIDIES 
FOR THE YEAR ENDED 30 JUNE 2010 


APPENDIX E 



Unspent 




Unspent 



Did your 

Reason for 

Name of Grant 

portion 

Receipts 

Expenditure 

Expenditure 

portion 

Grants and 

Reason for 

municipality 
comply with 

non- 


2008/2009 

during 

during 

relating to 

2009/2010 

Subsidies 

delay 

the grant 
conditions in 

Compliance 


financial 

the year 

the year 

prior year 

financial 

delayed 

withholding 

terms 
of grant 



Statements 




statements 

/withheld 

of funds 

framework 
in the latest 
Division 
of Revenue 










Act 



R 

R 

R 

R 

R 





MPPCB 

391 500 



391 500 


No 

N/a 

Yes 

N/a 

Housing Section Plan 

4 950 



4 950 


No 

N/a 

Yes 

N/a 

Prep Funding 

30 180 



30 180 


No 

N/a 

Yes 

N/a 

Internal Controls 

150 000 



150 000 


No 

N/a 

Yes 

N/a 

Public Participation 

87 918 


453 455 

(365 537) 


No 

N/a 

Yes 

N/a 

Construction of Roads 

2 000 000 



2 000 000 


No 

N/a 

Yes 

N/a 

MNP 

183 220 



183 220 


No 

N/a 

Yes 

N/a 

G RAP/GAM AP Conversion 

300 000 


351 120 

(51 120) 


No 

N/a 

Yes 

N/a 

Debt Collection Strategy 

100 000 



100 000 


No 

N/a 

Yes 

N/a 

LUMS 

250 000 


709 545 

(459 545) 


No 

N/a 

Yes 

N/a 

MSIG 

819 266 

735 000 

1 433 648 

(27 185) 

147 803 

No 

N/a 

Yes 

N/a 

Institutional Grant 

185 



185 


No 

N/a 

Yes 

N/a 

Management Assistance Program 

1 185 489 



1 185 489 


No 

N/a 

Yes 

N/a 

LED Grant 

15 049 



15 049 


No 

N/a 

Yes 

N/a 

Management Assistance Program 


200 000 



200 000 

No 

N/a 

Yes 

N/a 


11 704 115 

16 704 000 

14 762 640 

9 337 336 

4 308 139 
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COMMENTS COMCOMMMENTS ON THE ANNUAL FINANCIAL 
STATEMENTS 

The annual financial statements have been prepared on the accrual basis of accounting and are 
accordance with historical cost convention unless otherwise stated. 

The annual financial statements have been prepared in accordance with South African Statements 
Generally Recognised Accounting Practice (GRAP) issued by the Accounting Standards Board 
accordance with section 122(3) of the Municipal Finance Management Act, (Act No 56 of 2003). Accounting 
Policies for material transactions, events or conditions not covered by the above GRAP standards have ben 
developed in accordance with paragraph 7, 11 and 12 of GRAP 3. These accounting policies and applicable 
disclosures have been based on the South African Statements of Generally Accepted Accounting Practice 
(GAAP) including any interpretations of such Statements issued by the Accounting Practices Board. The 
municipality has utilised the transitional provisions set out in Directive 4 issued by the Accounting Standards 
Board. These standards are set out on page 87 of the annual financial statements. 

The Minister of Finance in terms of General Notice 552 of 2007 exempted compliance with certain of the 
above mentioned standards and aspects or parts of these standards. The municipality elected to utilise all of 
the exemptions included in this General Notice and the annexure thereto, isued in terms of Clause 2(2). 
Details of the exemptions aplicable to the municipality are set out on page 86 of the annual financial 
statements. 



FINANCIAL HIGHLIGHTS 

Operating results for 2009/10 

The Nongoma Municipality has generated an operating surplus for the last two years. The operating surplus 
for the period under review amounted to R9,36 million. In 2008/09 financial year a surplus of R767 thousand 
was realised after adjusting for additional expenditure of R2,31 million arising from fundamental errors 
contained in those annual financial statements. 

It should be noted that a surplus is an accounting term and does not represent available cash. One of the 
first and most important issue that must be borne in mind is that financial statements of municipalities are 
compiled on the accrual basis (GRAP/GAAP accounting standards used as a basis of compilation) and not 
on the cash basis. In the past the accrual basis was used but fund accounting was applied and not GRAP. 
This change is accounting treatment has led to the generation of larger than expected accounting 
surpluses/deficits. 

The comparison of the actual results against adjusted budget is set out in appendix D. 
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Implementation of the capital budget for 2009/10 



Department 

Adjusted 

Budget 

Actual 

% Spent 

Explanation 

Council 

477 000 

438 828 

92.0% 


Management 

15 000 

15 984 

106.6% 


Corporate Services 

306 594 

298 223 

97.3% 


Community Services 

903 500 

354 491 

39.2% 

Refuse vehicle not purchased 

Budget and Treasury 

1 851 500 

181 183 

9.8% 

NDPG not implemented 

Technical Services 

15 619 914 

10 051367 

64.3% 

Projects carried forward to 2010/11 

Protection Services 

500 000 

51878 

10.4% 

Official purchased own vehicles 

Total 

19 673 508 

11 391 954 

57.9% 



The table above shows that the level of capital expenditure is low. Departments with expenditure less than 
target should revisit their processes in the ensuing financial year to achieve the target of 85% or more. 

Financial indicators 


Borrowing Management 

Basic Calculation 

2010 

2009 

Borrowings to Assets 

Total long term borrowings/Total assets 

7% 

5% 

Capital Charges to 

Interest paid/Operating expenditure 



Operating Expenditure 


1% 

1% 





Safety of Capital 




Debt to Equity 

Total liabilities/Funds and reserves 

36% 

54% 

Gearing Ratio 

Funds and reserves/Long term borrowings 

10.4:1 

12.5:1 





Liquidity 




Current Ratio 

Current assets/Current liabilities 

1.4:1 

0.6:1 

Current Ratio Adjusted 

Current assets - debtors>90 days/Current liabilities 

l..l:l 

0.2:1 





Revenue Management 




Debtors Collection Rate 

12 Month Collection/12 Month Billing 

59% 

58% 

Outstanding Debtors to Revenue 

Outstanding Debtors/Own Annual Revenue 

88% 

47% 

Interest and Penalties to Rates 

Annual Interest and Penalties /Annual Rates 

9% 

8% 

Debt Impairment to Debtors 

Debt Impairment/Total Average Debtors 

35% 

11% 





Other Indicators 




Employee Cost to Operating Costs 

Employee Costs/Total Operating Costs 

34% 

32% 

Salaries and Wages to Operating Costs 

Salaries and Wages/Total Operating Cost 

49% 

48% 





Financial Viability 




Debt Coverage 

Own operating Revenue/Debt due within 12 Months 

46% 

20% 


Total Debt/Cash Flow From Operations 

2.2:1 

1.2:1 
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Consumer debtors 


Total net consumer debtors stands at R4,5m (2009: R5,6m restated). The slight decrease is due to the 
provision for doubtful debts which has increased from R1,5m to R3,3m and an amount of R1,1m which was 
written during the period under review. The reason for the write off is that the vendors renting the market 
stalls were granted a moratorium by the previous council for the payment of rent as the market stalls were 
going to be demolished. 

Total consumder debtors increased from R7,1m to R8,9m. The increase in the level of debt affected 
negatively on service delivery as the council did not have cash reserves to meet all its financial obligations. 

Unspent conditional grants 

Total unspent conditional grants amounted to R13,2m at year end (2009: R11,7m). Most of these grants 
related to prior years and were not cash backed. After extensive engagement with the National Treasury, 
the National Minister of Finance gave a condonement of all unspent conditional grants prior to 1 July 2009. 
This condonement resulted in the write off to accumulated funds (as a prior year adjustment) an amount of 
R8,9m (note 23). 

Conditional grants received during the current year have been spent in accordance with the conditions laid 
out in DORA and reported on in terms of GRAP. 

Refuse site rehabilitation cost 

The municipality has provided for the first time for the rehabilitation of the refuse site. The current refuse site 
is full and is a hazard to the community. The estimated amount required for the new site over a period of five 
years is R3,6m. 

Long term borrowings 

Long term borrowings have not increased during the year as no new external loans were sourced. It is 
anticipated that an additional external loan will be raised during the 2010/11 financial year for the acquisition 
of a refuse truck. 

Trade creditors 

Trade creditors comprise mainly current unpaid invoices for goods purchased and services rendered to the 
municipality. An amount of R1,8m in respect of unpaid cheques at year end is also included in trade 
creditors. 

Post retirement medical benefits 

The municopality has performed an actuarial valuation of its liability arising as a result of post-employment 
healthcare benefits. This is the first such valuation performed by the municipality. The estimated liability in 
terms of IASI 9 is R2,772 million. 
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Minimum competency levels 

In terms of the National Treasury Minimum Cometency Regualtions, as Gazaetted on 15 June 2007, the 
Municipal Manager and the Chief Financial Officer must ensure the competencies of all financial officials and 
supply chain management officials are assessed in order to identity and address gaps in competency levels 
of those officials. 

Staff will be assessed on, and must comply with three areas by 31 December 2012: 

• Formal qualification 

• Work-based experience; and 

• Unit standards prescribed for financial and supply chain management competency areas. 
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MANAGEMENT RESPONSE TO AUDITOR GENERAL’S REPORT 


Annual Report 

Planned response action 

The draft annual report was submitted to the Auditor General before the issue of the audit report. 

Report on predetermined objectives not submitted 

Planned response action 

We are in agreement with the finding. The senior management has tasked itself to implement the 
recommendation by the Auditor General in the ensuing financial year. 

Existence and functioning of a performance audit committee 

Planned response action 

The audit committee is also responsible for the performance audit. However, the audit committee was not 
operational during the year under review. The audit committee is now operational and the municipality will 
ensure that regulation 14(2) of the Local Government: Municipal Planning and Performance Management 
Regulations of 2001 (MPPMR). 

Mid-year budget and performance assessments not performed 

Planned response action 

The former Accounting Officer took an extended leave in January 2010 and therefore, could not perform the 
mid-year performance assessment. Further, the department did not have a proper performance 
management system in place. The accounting officer will in future assess mid-year performance of Nongoma 
municipality as required by section 72 of the MFMA. 

Internal auditing of performance measurements 

Planned response action 

The auditing of performance information will be included in the internal audit plan for the 2010/11 financial 
year. Further the munipality will develop and implement mechanisms, systems and processes for auditing 
the results of performance measurement as part of its internal audit processes. 

Lack of adoption or implementation of performance management system 

Planned response action 

The municipality acknowledges the lack of adoption or implementation of performance management system 
in the period under review. In the current year such performance management system has been developed 
and implemented. 
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Internal audit committee not operational 

Planned response action 

During the current financial year the internal audit committee function was not operational. The internal audit 
committee will be appointed during the new year and will work closely with the audit committee. 

Internal audit unit not operational 

Planned response action 

The service provider was appointed towards the end of the year under review and as result the internal audit 
could not be completed before the reporting date. The internal audit function will be fully implemented during 
the ensuing financial year. 

Non-compliance with legislative responsibilities 

Planned response action 

The informal query relates to the previous regime. The new management has tabled the budget and the 
SDBIP as required by section 21(1)(b) and 53(1 )(c) of the MFMA respectively. 

Non-compliance with statutory responsibilities 

Planned response action 

• Agreed. The internal auditors were appointed towards the end of the current financial year and could 
not perform the risk assessment in time. However, the risk assessment has been performed in 
2010/11 financial year. 

• The Draft SDBIP for 2009/10 financial year was prepared but it could not be ascertained whether it 
was submitted to the Mayor as required by section 69(3) of the MFMA. 


Financial statements not prepared in accordance with MFMA 

Planned response action 

The problem is historical. It should be noted that the reason for this was due to the fact that correcting 
journal entries had to be processed to the accumulated funds as a result of the restatement of 2008/09 
financial statements which were not GRAP compliant. In the current year there were errors of principle and 
commission which were identified late. These resulted from challenges that were experienced during the 
year in the system which caused recurring unresolved errors which were resolved when the audit was in 
progress. In order to address the challenge a new system has been acquired and is being implemented. 

Supply Chain Management legislative requirements not implemented or adhered to 

Planned response 

Senior management and staff will complete annual declarations of interest, as required by SCM regulation 
46(2)(e) and section 5A (Schedule 2) of the MSA. 


146 


Leadership 

Planned response 

Numerous challenges involving performance led to the departure of fhe former accounting officer in May 
2010. The new accounting officer has been employed in 2010/1 1 and will ensure that he exercises oversight 
responsibility over performance reporting, compliance with laws and regulations and internal control. Further 
he ensure that actions are taken to address risks relating to the achievement of complete and accurate 
performance reporting. Control weaknesses will be analysed and appropriate follow-up actions taken that 
address risks relating to the achievement of performance reporting objectives. 

Financial and performance management 

Planned response 

Do not agree with the finding. The systems are appropriate to facilitate the preparation of quality financial 
statements and performance reports. Material amendments resulted mainly from the fact that the 2008/09 
financial statements were not GRAP compliant and had to be revised before the 2009/10 annual financial 
statements could be prepared. Amendments to the 2009/10 annual financial statements related to the writing 
off to revenue of unspent conditional grants which were condoned by the National Minister of Finance. The 
adjustment was processed late because the opinion of the Auditor General was required on the correct 
treatment of the write off in the financial statements. Only the late adjustment on the disclosure of debtors 
arose from the audit. 

The municipality has since implemented a new financial system which it believes will address the challenges 
we had with old system. 

Governance 

Planned response 

The new management is addressing all the challenges it inherited from the past. Signficant improvements in 
internal controls are gradually being developed and implemented to prevent, detect and correct material 
misstatements in financial reporting. The new financial system that has been implemented is fully integrated 
and provides a detailed audit trail. 

A risk strategy/action plan has since been determined to manage identified risks relating to predetermined 
objectives. Internal audit was not finalised as at the year end due to the late appointment of the internal 
auditors. 

The finding that the audit committee did not provide a credible and reliable review of the financial statements 
will be discussed at the following audit committee meeting. 

Mid-year budget and performance assessments 

Planned response 

The accounting officer will in future assess mid-year performance of Nongoma municipality as required by 
section 72 of the MFMA. 
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NONGOMA MULTI-PURPOSE CENTRE 



HIV AND AIDS AWARENESS CAMPAIGN 
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CONCLUSION 


The year under review has been one of both optimism and challenges for 

the Nongoma Municipality. 


The preceding report documents many of the important milestones that we 
have achieved on the road to providing a better life for the people of Nongoma. 


As a municipality, we recommit ourselves to the community of Nongoma. 


“Championing service delivery, working with and 
among the people” 
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Umkhandlu wakwa-NONSOMA- Municipality 



OVERSIGHT REPORT ON THE ANNUAL REPORT 


2009/2010 


31 MARCH 2011 


1. INTRODUCTION 

The oversight report is prepared in terms of Section 129 of the Municipal Finance 
Management Act 56 of 2003 (the Act). The 2009/10 Annual Report for the 
Nongoma Local Municipality was tabled at the council meeting held on 31 January 
2011. An oversight committee consisting of 4 members was appointed in terms of 
Section 79 of the Municipal Structures Act. 

2. BACKGROUND 

During 2009/10 financial year, the Department of Cooperative Government and 
Traditional Affairs appointed at the request of the Municipality a Finance 
Administrator to assist the council resolve its persistent administrative and financial 
challenges. Since then the administrative conditions have improved considerably. 

The 2009/10 Annual Report was prepared in terms of the provisions of the Municipal 
Finance Management Act (Act no 56 of 2003). The Act aims to modernise budget 
and financial management while simultaneously promoting Good Governance. It 
gives further impetus to annual reporting (more stringent than MSA requirements) in 
terms of which municipalities are required to report against commitments in the 
Integrated Development Plan (IDP), business plans and other supporting planning 
documents. 

The Municipality revised its financial statements for 2008/09 to comply with 
Generally Recognised Accounting Practice (GRAP). For those matters not covered 
by GAMAP or GRAP, the applicable South African Statements of Generally 
Accepted Accounting practice (GAAP) were applied. 

3. LEGISLATIVE MANDATE 

Section 129(1) of the Municipal Finance Management Act (Act no 56 of 2003) states 
that the Council of the Municipality must consider the Annual Report of the 
Municipality and by no later than two months from the date on which the Annual 
Report was tabled in the Council, adopt an Oversight Report containing the Council’s 
comments on the Annual Report, which must include a statement whether the Council 
has: 


• Approved the Annual Report with or without reservations; 

• Rejected the Annual Report; or 

• Has referred the Annual Report back for revision of those components that can 
be resolved. 

According to circular 32 of the Municipal Finance Management Act (Act no 56 of 
2003 (MFMA, the latter provides that if all components of the Annual Report are not 
completed on time, then those components that are available must be tabled and 



considered and a written explanation be submitted to Council as to why those 
components are delayed and when they will be tabled. In such cases the Oversight 
Report may be completed and approved, but this should be with reservation or 
referred back for completion. The missing components are tabled no more than two 
months later. 


The legislative requirements of the various relevant act together with the oversight 
committee’s opinion on compliance are set out hereunder: 

3.1 Municipal Finance Management Act 

The MFMA requires that the annual financial statements are compliant with 
Generally Recognised Accounting Practice (GRAP). As stated above the annual 
financial statements were prepared in accordance with GRAP. 

The MFMA further requires that the Auditor General’s report must be included in the 
annual report. Also to be included in the Annual Report are explanations that are 
necessary to clarify issues in connection with the annual financial statement. These 
explanations for part of the GRAP compliant financial statements. 

The MFMA states that all issues raised in the audit report should be disclosed as well 
as corrective action taken or to be taken in response to those issues raised. The 
corrective steps are included in the annual report. 

3.2 Division of Revenue Act 

The Division of Revenue Act (DORA) requires that the Annual Report must disclose: 

• Details of conditional grants received fro national and provincial spheres of 
government; 

• Details of conditional grants received from other municipalities; and 

• Details of grants made to any organ of state. 

All grants received are disclosed under note 12 to the financial statements. The 
DORA also requires that information relating to outstanding debtors and creditors be 
included in the Annual Report as well as information relating to the benefits paid to 
Gouncillors, Managers and Officials. This is part of the GRAP compliant annual 
financial statements. 

3.3 Municipal Systems Act 

The Municipal Systems Act (MSA) requires that a performance report and 
performance targets be included in the annual report. The Annual Performance 
Report By Functional Area is disclosed under Section E of the Annual Report. Due to 
the lack of complete and reliable quantitative information achievements are not 
specifically in relation to targets and in some cases are narrated. 



4. PROCESS FOR THE FINALISATION AND APPROVAL OF THE ANNUAL 
REPORT 

4.1 Council Response to the Tabling of the Annual Report 

Council noted the tabling of the Annual Report by the Mayor Rev S C Mataba. The 
Annual report was referred to the Oversight Committee. 

4.2 Comments of the Auditor General on the Annual Report 

The Auditor General did not provide any written comments. The representative from 
the Office of the Auditor General reiterated the importance of Council in ensuring that 
the issues raised in the Audit Report were addressed adequately. 

4.3 Comments of the Audit Committee 

During 2009/10 financial year the Audit Committee did not meet and the municipality 
was not aware of the existence thereof. Unexpectedly a gentlemen who introduced 
himself as the chairperson of the Audit Committee attended the meeting at which the 
annual report was tabled. He was asked by the Mayor why he never held meetings 
during the 2009/10 financial year and he responded by saying he was never contacted 
by the Municipal Manager despite his numerous requests to meet with him. 
Consequently the report of the Audit Committee is not included in the Annual Report. 

5. CONSIDERTION OF THE ANNUAL REPORT BY THE OVERSIGHT 
COMMITTEE 

The Oversight Committee did not have material reservations relating to the Annual 
Report except the failure by the Audit Committee to meet during the 2009/10 
financial year. The failure of the Audit Committee to sit did not affect the reliability 
of the Annual Report. 

6. REC OMMEND ATIONS (In terms of Sec 129( 1) of the MFMA 

The Oversight Committee recommends that: 

• Council having fully considered the Annual Report of the Nongoma Local 
Municipality and representations thereon, adopts the oversight report; 

• Council approves the Annual Report without reservations; and 

• The Accounting Officer be and is hereby instructed to publicise this oversight 
report within seven days from the date of its adoption and submit copies of the 
report to relevant authorities in terms of Section 129(2) and (3) of the 
Municipal Finance Management Act (Act no 56 of 2003). 



ANNEXURES: 


ANNEXURE A: Extract of minutes of the Council meeting at which the Annual Report was tabled. 
ANNEXURE B: Extract of minutes of the Council meeting at which the Oversight Report was tabled. 



ANNEXURE A 



ANNEXURE B 




